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A New List 
of Strong wae | 
Investments Securities of many large oil-pro- 


ducing companies are now selling 
at exceedingly low price levels as 
a result of the present depressed 
condition of the Petroleum In- 


Oil Securities 








Our Mid-Year Folder pre- 
sents distinct opportunities for 
conservative investors to se- eA 
cure exceptionally good re- dustry. 
turns from _ securities with 
extra stability. 

Electric light and power 
companies under the manage- 


The situation, in our opinion, is 
but temporary, and the large oil- 
producing companies of the 


ment of our own organization United States should shortly en- 
are included in this list. joy the greatest prosperity in 
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About the Work of 


| THE Advanees Further! 
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GET THESE GUIDE BOOKS 


to See TO BARGAIN SELECTIONS 






Send To-day WIDE choice of real bargains is offered 
For These A in the present market. 
Valuable 


Books! Intelligent selection will undoubtedly be re- 


warded by handsome profits in the next cycle 
of rising prices. 





Are you going to take advantage of the 
opportunity ? 


If so write for these free books and learn 
how to go about choosing the best stocks by 
scientific elimination tests. 


The Financial World 


Research Bureau 
Reveals the Facts the Stockholder Ought to Know 


29 Broadway New York City 
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Investors in Foreign Securities 
and Exchange should receive our 
WEEKLY FOREIGN LETTERS 
and SUPPLEMENTS REGULAR- 
LY. The current issue can be 
mailed immediately. 


Profits 
in Foreign Internal 
Bonds 


he the current issue of our Weekly For- 
eign Letter we discuss the latest de- 
velopments abroad, and comment on the 
future outlook affecting Foreign Security 
prices. 


A N interesting Special Letter relating 
to 
GERMAN MORTGAGE BANK 
BONDS 


will supplement same. It tells all about 
them. All investors in German securities 
should write for it. Mortgage Bank Bonds 
are among the prime securities of Ger- 
many. 

Simply request Letter No. 416, 
supplemented by Price List, quot- 
ing over 100 active Foreign Issues. 
Mailed without obligation. 


Foreign Dept.—Street Floor j 


MORTON JACHENBRUCH & @ 
42 nae ooo NewYork 


Chicago Stock Exchange Detroit Stock Exchange | 
Pittsburgh Stock Exchange 


























‘Dependable 
Investment’”’ 


An authoritative discussion in 
brief easily read form of the 
considerations to be observed 
in selecting securities, 

Advice to investors whose 
knowledge of finance is 
limited by their own experi- 
ences is embodied in this 16- 
page booklet. 


A copy sent free 
on request. 


C. M. KEYS 


60 Broadway New York | 

























United States and its posgessiogs, Mexico and Cuba, $10.00 a year. 
Canada, $11.00 a year eign Countries, $12.00 a year. 


, 1906, at the Post. Office at New York, N. Y., 
pyright, 1921, by the Guenther Publishing Co. 


Entered as second class matter Octob 
under the Act of March 3, 1879. 
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When notifying The Financial World of a change in address subscribers should give both the old 
and the new address. This notice should reach us about two weeks before the change is to take effect. 





YOUR MONEY 


is increased by your savings, but 
it is multiplied by your investments. 


You can start investing today. We 
specialize in selling small lots of steck 
— outright or on margin. 

It is worth your while to investigate 
= method. Booklet F.W. explains it 
ully. 


WRITE FOR IT TODAY 


GisHo & (HAPMAN 


Members New York Stock Exchenge 
71 Broadway New York City 
Telephone: Bewling Green 65006 
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A Peep Into 
the Future 











ability. 


The depression that has visited industry and business through- 
out the United States has carried companies into difficulties 
out of which some may rise stronger than ever—and some 
may never rise again. 


In forthcoming issues of THE FINANCIAL WORLD competent 
analysts will discuss selected companies whose future seems 
filled with promise; these will clear the way to separating the 
weak from the strong. 


We can promise some vitally valuable articles for the next 
six months; articles which the provident investor cannot afford 
to miss. 


Getting Back to Normal 


HE country is getting back to normal—though slowly. 

The profits of the next several months will flow to those 
who keep closest watch on significant developments, who can 
pick out and weigh significant signs of the times. 


THE FINANCIAL WORLD, built to serve, will pilot you through! 


Mr. Thomas Gibson’s series on “Getting Back to Normal” will be one 
| of the most valuable and trustworthy guides—the chapters to appear 
in the next seven issues will be “masterpieces among the contributions 
of helpful financial literature of this critical time in our investment 


history. 











LET US CLEAR THE WAY 


HAT companies will be able to lift their heads and get into 
a forward stride once the present calm in business and 
industry is passed? It is for you to inquire—for us to endeavor 
to answer. And we propose to do our part to the utmost of our 
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Getting Rid of National Waste 


There Is No Magic Budget System — No Automatic Reducer of National 
Extravagance—General Dawes and His New Found Task 


HERE is no magic in a budget sys- 
tem. It cannot work miracles, and 
it will not. But properly inaugu- 
rated and conducted the budget system 
will render miracles unnecessary in the 
field of public finance, because it will lo- 
cate the leaks, expose the waste and fix 
responsibility for extravagance in govern- 
ment affairs. The people can do the rest, 
and the people must do the rest if we are 
io have any substantial relief from the 
burdens which are grinding down the 
business man and making business impos- 
sible. 

The budget is simply a means to an end, 
an instrument with which to accomplish 
a specific purpose. It isn’t automatic. It 
won’t run itself. It requires the hardest 
kind of work by the biggest men in the 
business world. General Charles Gates 
Dawes is a picturesque personality, but he 
was not selected as director of the budget 
for that reason. He was appointed be- 
‘ause the President recognized the magni- 
tude of the job to be done, and the need 
for a willing and tireless worker. Dawes 
is an electric dynamo, who will drive the 
work for results. 


There are two very significant things 
in General Dawes’ statement in accept- 
ing the appointment, his realization that it 
is a big job which will require tremendous 
effort, and his admission that it is a hope- 
less task unless the business world and the 
taxpayers give him their fullest support. 

After all is said, it comes back to the 
people themselves. Do the people want 
economy in government affairs? Do the 
taxpayers want relief from an “intolerable 
burden”? These may sound like absurd 
questions, but they are not. It was a full 
decade ago that Senator Aldrich declared 
that he could save $300,000,000 a year out 

‘f the less than a billion expenditures by 
the Government at that time. Why was it 
never done? The answer is very simple. 
The people did not want it done. If they 
had then organized and demanded a reduc- 
tion of government expenses, Congress 
would have cut the appropriations,to the 
bone. But the people did not act. 

Again when President Taft appointed 
his Economy and Efficiency Commission, 
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By MANNY STRAUSS 


which did some of the most valuable work 
ever done for the Government, including 
the famous report on “The Need for a 
National Budget,” the people failed to act 
and demand the reforms recommended. 
And they were not adopted. It has re- 
quired years of agitation by the National 





GEN. CHARLES G. DAWES 
Who Promises Real Business Methods 
in Government Expenditures 


Budget Committee, the National Chamber 
of Commerce and other civic and business 
organizations to get a budget bill adopted. 


And now that we have a budget law 
what are we going to do with it? Babson 
declared two years ago that we could save 
$2,000,000,000 a year with a scientific bud- 
get. That was probably only carrying out 
the Aldrich percentage. Everybody un- 
derstands that a large part of the present 
expenditures of the Government are fixed 
charges which can be reduced only as our 
enormous war debt of $25,000,000,000 is 
paid off, and our annual interest charge of 
a billion is reduced, but there is still a 
wide margin in which retrenchment and 
economy are possible. 
and every good business man believes it. 
The bald fact is that the, appropriations 


No one denies it, 


for the fiscal year just ended totaled the 
enormous sum of $7,019,388,112.99. 

The Government can do what private 
business has been forced by circumstances 
to do. No business man likes to retrench. 
No business man likes to break up his or- 
ganization and dismiss efficient employees. 
He wants to expand and grow. But when 
conditions demand it he yields to the in- 
evitable. The Government can and must 
do the same. The path of extravagance 
leads to bankruptcy for governments as 
well as for individuals. 

The same conditions which force the 
individual to give up his plans for expan- 
sion should force the Government to post- 
pone new undertakings and enlarged ac- 
tivities. The same conditions which force 
the individual business man to get along 
with fewer employees and to work longer 
hours should force the same economies in 
Government operations. And they will 
have that effect if the taxpayers and busi- 
ness men of the country do their duty. 
They cannot sit back and wait for the Di- 
rector of the Budget to work miracles 
and the Joint Commission on Reorganiza- 
tion to create a new and perfect govern- 
ment machine and motor. Those most vi- 
tally interested must get busy and prepare 
the way for retrenchment and economy by 
creating an atmosphere in which waste and 
extravagance cannot exist. 

The Postmaster General issued a special 
bulletin the other day because the Wash- 
ington Post Office had saved $30,000. It 
is the aggregate of such savings which run 
into millions, and it is the millions which 
make billions. It is not possible to save 
$100,000,000 at every turn, but items foot- 
ing up to that amount can easily be found. 
We are going to make an awful mistake if 
we are willing to overlook waste and ex- 
travagance simply because no single item 

runs over a million. Waste is waste. A 
single unnecessary porter is waste. Every 
dollar spent is wasted unless it gets re- 
sults. That is the way you are running 
your own business to-day, just because 
you have to. Why should the Govern- 
ment spend your money in any different 
way? 


And the Government is going to do just 


what you insist it must do. If the busi- 
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ness men are indifferent and act as if they 
are not interested in the matter, Congress 
will go on making big appropriations and 
authorizing heavier taxes. If the business 
men co-operate with other sufferers from 
our tax laws and make a howl about it, 
Washington will hear and harken. Con- 
gress is peculiarly sensitive to public opin- 
ion. Congressmen want to do the popular 
thing and satisfy their constituents, but 
when extravagance is in the air Congress- 
men cannot help breathing it. The great 
trouble is that interested individuals and 
organizations are always active in formu- 
lating, promulgating and fortifying a 
pseudo-public opinion, which does not rep- 
resent the best thought of the Nation. 
These professional spenders and misguided 
reformers speak first and having seized 
the center of the stage continue to hold it 
the representative citizens and 
business men hesitate and draw back. The 
practical result is that the moral support 
of our best citizens is counted for vicious 
and extravagant proposals which they do 
not approve at all. They must protest, and 
the only way of salvation is by organized 
co-operation. That has been demonstrated 
again and again. It cannot be doubted 
that co-operation at this time will firmly 
establish the budget system and effect a 
systematic reorganization of the adminis- 
trative forces of the Government which 
will save millions for the taxpayers. 


because 


Once this public opinion gets properly 
at work it will not stop with national ex- 
travagance and waste. Nothing can stop 


it until waste and extravagance are elimi- 
nated from state and city governments as 
well. Henry F. Jones has well said: “Fed- 
eral waste is evidently but one phase of a 
general characteristic of American govern- 








MANNY STRAUSS 


Manny Strauss of Hirsch, Lilien- 
thal & Company is best known in the 
financial district for his activities in 
the five Liberty Loans and his many 
contributions through suggestions 
on financial lines of work in the 
public interest. 











ment, symptomatic of general constitu- 
tional disease.” 


The importance of this phase of the sub- 
ject must not be overlooked. We are over- 
whelmed by war debt, war taxes and war 





expenditures, but we must not forget that 
in the twelve years from 1903 to 1915 Fed- 
eral expenditures increased 35 per cent., 
and during the same peace years the net 
government cost of 146 cities, of over 30,- 
000 population, increased over 40 per cent. 
In the three years, 1917-1919, the net gov- 
ernment cost of those same cities was over 
a billion a year, while in 1919 the total 
payments were $2,599,717,234, and the in- 
debtedness of those cities increased from 
$66.88 per capita in 1903 to $118.28 in 
1919. When the enormous cost of state 
and country government is added, the to- 
tal is appalling, and the field for economy 
methods almost unlimited. 


The spirit of economy and efficiency 
once thoroughly aroused and organized 
will pervade and control all government 
agencies and services and work a reyolu- 
tion in our governmental methods. Even 
if the direct financial savings should prove 
to be much less than sometimes estimated, 
the benefits to the business world would 
still be beyond calculation, for once our 
people firmly establish the principle of “A 
dollars’ worth of service for every dollar 
spent,” we will be again on the highway 
to prosperity. 

When we hear from General Dawes we 
will also hear from those who have bene- 
fited by government extravagances. The 
average men who have been carrying the 
“unbearable burden” must combine and 
stand ready and prepared to support and 
justify his every cut in public expendi- 
tures. 


Getting Back to Normal 


Article III—Labor Conditions and Prospects 


T present we are hearing a great 
A deal about the necessity for dras- 
; tic and widespread reductions in 
the liquidation of labor. 
\iany people hold the opinion that there 
is no hope of a sustained recovery in 
business until the readjustment 
has occurred. 


wage scales 


geeneral 


This proposition calls for careful exami- 
nation. Like most of our problems, it is 
exaggerated in some of its phases and is 


tirely incorrect in others. 


\Vhat happens to wages in the next year 
or two will be largely dependent on what 
happens to commodity prices. But even 
this statement be taken too 
literally. If commodity prices remain at 
the present level there is no probability of 
any further material reduction in wages. 
lf prices rise, wages are more likely to 
fall, but not at once. But even 
if commodity prices should fall somewhat 
further, there is no certainty that wages 
accordingly. The last statement 
may look like an inconsistency, but history 


should not 


rise than to 


will fall 


shows that after former wars wages did 
not fall 
1 47 


nd il 


in relation to commodity prices, 
The trend of 
wages is steadily upward, even in times of 
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some cases not at all. 


By THOMAS GIBSON 


peace. Normal wages, that is, wages meas- 
ured by dollars, trend upward because 
commodity prices steadily work toward a 
higher level. Real wages—i. e., the com- 
pensation in commodities—also trend up- 
ward, because of the greater per capita 
production of goods. Improvements in 
machinery, new inventions and scientific 
methods increase the total production, and 
consequently every member of society re- 
ceives a larger share. 


It is the opinion of the writer, which 
will be explained in detail later on, that the 
readjustment in commodity prices has 
about run its course. This refers par- 
ticularly to wholesale prices, which have 
been deflated with unprecedented rapid- 
ity. Retail prices may fall somewhat fur- 
ther, even while primary and wholesale 
prices are recovering. Also, there are 
doubtless some irregularities in wages 
which must still. be ironed out, but a re- 
covery in primary and wholesale prices 
will result in resumption of operations by 
mines, mills and factories and an increase 
in the demand for. labor. 


While we have dependable index num- 
bers of wholesale prices, it is not possible 
to erect satisfactory data as to retail 


prices or wages generally. Rough esti- 
mates made by the Federal Reserve banks 
and other authorities indicate a decline 
in living costs of about 20 per cent. The 
average factory wage in New York State 
has declined about 10.6 per cent. from the 
highest point reached, and railroad wages 
have been reduced 12 per cent. by order 
of the Labor Board. In unorganized in- 
dustries the decline in wages has been 
much more pronounced. Farm hands are 
now receiving less than half what was 
paid last year, and this is true of many 
other classes of unskilled and unorganized 
labor. It may be pointed out in passing 
that the increases and decreases in wages 
are likely to be misleading when stated in 
percentages. For example, if wages ad- 
vance from $2 per day to $4 per day the 
increase is 100 per cent., but if they are de- 
creased from $4 per day to $2 per day 
the decrease is only 50 per cent. 


It is a peculiar fact that the wages of 
unskilled labor rise much mpre rapidly 
in periods of acute demand than do those 
of the most highly skilled workers. But 
the rule works both ways. To illustrate 
this point, the wages of railroad engi- 
neers rose 48 per cent. between 1915 and 
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1919, conductors 52 per cent., section fore- 
men 79 per cent., and section hands 118 
per cent. There was thus a-demonstrable 
ascending ratio, reaching the maximum in 
the departments where no skill or experi- 
ence was required. 


Allowing for some belated readjust- 
ments in certain lines of industry, it ap- 
pears probable that further reductions in 
wages will not be visibly reflected in the 
wage scales to any considerable extent 
except, perhaps, in the building trades. 
Reductions will no doubt occur in the 
form of increased efficiency and the abro- 
gation of onerous working agreements. 
The last cut in steel and iron prices was 
accompanied by a reduction in the rate 
of compensation for overtime, instead of a 
further cut in per diem wages. This will 
probably occur in other quarters, includ- 
ing the railroad industry. 


EFFECTS OF HIGH WAGES 


It should not be assumed that if wages 
remain around the present level the pro- 
ducing, manufacturing, distributing or 
transportation industries will suffer. In- 
efficiency has been unprecedented during 
the last few years, as employers were 
forced to hire men on their own terms 
and accept whatever amount of work the 
employees saw fit to deliver. That period 
has passed, and increased efficiency is ex- 
actly the same thing as reduced wage pay- 
ments, so far as profits are concerned. 


But this is not the important point. If 
prices of raw materials and prices of com- 
modities at wholesale recover moderately, 
or even if the average price level is sta- 
bilized around the curent level there is no 
reason why producers, manufacturers and 
wholesalers should not make fair profits 
at the present rate of wages. Remember 
that while wages are high, so are com- 
modity prices, and that so long as the two 
are reasonably aligned in relation to each 
other, it makes no difference, provided 
there is a sufficient supply of credit fa- 
cilities to carry the burden of higher 
prices. Commodity prices now average 
about 40 per cent. higher than in 1913, 
and when producers, manufacturers and 
distributors are able to command higher 
prices for their products they can also af- 
ford to pay higher wages. This law does 
not apply to enterprises having a limited 
rate of return fixed by law—i. e., the rail- 
road and public. utility companies—but 
these corporations are in a satisfactory 
position now. The railroad corporations 
have been allowed much higher rates, 
and in a majority of cases the public util- 
ity companies have also been allowed to 
advance their selling prices. The railroad 
and utility corporations are, in fact, in a 
much more comfortable position than the 
rank and file of industrial enterprises. 
They have not greatly increased their plant 
and capitalization, nor are they loaded up 
with materials and supplies bought at 
high prices, as is the case in the industrial 
field. But of this more hereafter. 


In examining the records of unemploy- 
ment it is found that of 45,000,000 men 


and women workers in the United States 
between 13,000,000 and 15,000,000 are in- 
dustrial wage earners, the other two-thirds 
or more being equally divided between 
agricultural pursuits, professions and per- 
sonally conducted enterprises. The records 
of unemployment refer only to the indus- 
trial division of the total. Less than 20 
per cent. of all labor is organized. The 
ratio of organized labor is more likely to 
decrease than to increase fcr a time, as 
considerable internecine strife has devel- 
oped in the unions, many workers are 
chafing under the serious losses occasioned 
by strikes and the high dues, and because 
of numerous unreasonable demands the 
unions are out of touch with public sym- 
pathy. More significant still is the fail- 
ure of the British coal strike. British la- 
bor is 95 per cent. organized, as against 20 
per cent. in the United States, and yet 
the strike failed, at a huge loss to the na- 
tion and the workers, without gaining a 
single one of the objects contended for. 
The main demands of the strikers were 
nationalization of the coal industry, pool- 
ing of wages and permanent government 
subsidy. They got none of these things. 
This shows in a most decisive manner 
that a social minority cannot force their 
selfish and unfair desires on the nation 
and the majority. 


WAGES AND SECURITY PRICES 


If, as now appears probable, the general 
level of wholesale commodity prices re- 
covers somewhat, while retail prices un- 
dergo some further downward readjust- 
ment, the outlook for general business is 
favorable. It goes without saying that if 
general business improves security prices 
will also improve. Security prices will, 
in fact, anticipate the coming of commer- 
cial betterment. Even if we assume that 
both wholesale and retail prices are sta- 
bilized near the present level, with no 
change in the general wage scale, the 
outlook would not be bad. What is more 
essential than anything else is a further 
adjustment of prices, not in relation to 
the general price level, but in relation to 
each other. This statement applies to 
both commodity prices and wages. This 
process of alignment will take a little 
time—say three or four months—but it 
will not involve any such disturbances 
as were occasioned by the abrupt collapse 
in commodity prices which has taken place 
in the last year. Nor will the security 
markets wait for the process to be com- 
pleted. If there is to be improvement 
this fall the markets should be discount- 
ing it now. They would no doubt have 
begun the work of discounting some time 
ago if it had not been for peculiar condi- 
tions lying within the market itsclf. It is a 
fact quite well known to close observers 
that the sharp declines. in security prices 
in June were largely due to the enforced 
liquidation of some very large loans 
backed up partly by security collateral. 
The decline in commodity prices and the 
consequent writing down of inventories 
had weakened these loans until the bank- 
ers insisted on their being reduced or ter- 





minated. If these weak spots have been 
eliminated, as appears to be the case, there 
will be no further trouble from that 
source. 


An advance in primary and wholesale 
prices would, of course, be due to in- 
creased, demand from retailers and con- 
sumers. This demand would not spring 
from an increase in consumption, but from 
the depletion of individual and retail 
stocks on hand. As explained in a former 
article, the stream of commerce has been 
dammed up between the retailer and the 
wholesaler, and the stream has, of course, 
backed up all the way to the producer. 
This dam will soon come down. It must 
do so in the natural course of events. 


Increased demand for goods at whole- 
sale will soon result in the reopening of 
factories and mills, and the fabricators will 
begin calling on the producers of raw ma- 
terials for supplies. Unemployment will 
rapidly decrease in every direction, and 
the increased purchasing power of labor 
will sustain or increase the demand for 
goods. We have heard a great deal about 
the “vicious circle’ of late, but there is 
also such a thing as a benignant circle, 
as illustrated above. 


THE EFFECT OF CREDIT 


The discussion of credit conditions has 
not yet been reached, but in order to 
round out the suggestions offered above it 
is advisable to offer a few preliminary 
comments on this phase of the problem. 


In ordinary times an increase in the 
volume of general business, accompanied 
by a recovery in commodity prices, would 
result in an increased demand for credits 
and a higher range of interest rates. This 
would, in time, result in lower prices for 
bonds and other’ securities having a lim- 
ited or fixed rate of return, and would 
also adversely affect speculative shares by 
curtailing the amount of available credit 
and increasing the expense of carrying 
stocks. These results are not likely to 
occur in the present case for the follow- 
ing briefly stated reasons: 


1. The Federal Reserve System permits 
of a more scientific distribution of credit 
than in any former period. 


2. The available supply of credit re- 
leased by the record-breaking fall in com- 
modity prices would be much greater than 
it is at present if it were not for the huge 
amount of “frozen” credit now in exist- 
ence. A rise in commodity prices or im- 
provement in general business, or both, 
would thaw out this credit and add it to 
the available supply. 


3. Prices of many securities are now 
below anything warranted by the level of 
interest rates. Uncertainty and appre- 
hension have played a prominent part in 
lowering the price level. Improvement in 
general business and sentiment would fa- 
vorably affect these issues, even if in- 
terest rates were to harden somewhat. 


There is always more or less irrational 
nervousness and fear after an experience 
such as we have just been through, but 
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there need be no alarm about credit con- 
ditions. The future is quite clearly de- 
fined in this direction. 


A LONG DISTANCE VIEW 


There appears to be little cause for con- 
cern over the labor outlook, so far as the 
next year or two is concerned. There 
will be occasional manifestations of dis- 
content, but these are matters of annual 
occurrence. The longer-distance aspect of 
the problem, however, is not so clear or 
reassuring. 


No reasonable man will refuse labor the 
right to organize for mutual protection or 
for legitimate advancement of the inter- 
ests of the working classes, but when 
union labor or any other combination at- 
tempts to take more than its share of the 
total product of the land they are attempt- 
ing something which must inevitably re- 
sult in their downfall. 


It appears to be impossible to convince 
labor, as a class, that the more they pro- 
duce the greater their share of the total 
product. Because of increased production 
and the division of labor the laborer 
of to-day has more of the conveniences 
and luxuries of life than the capitalist of 
a hundred years ago could possibly secure 
for himself. 


MAXIMUM PRODUCTION 

To isolate this phase of the question and 
reduce it to its simplest proportions, let us 
return to our hypothetical community of 
100 souls and consider only a single prod- 
uct—bread. If by their combined efforts 
the people can raise enough wheat to 
make 10,000 loaves of bread, there will be 
100 loaves for each. If they can double or 
treble this production, the result will be 
abundance. If they cut the production in 
two there will be famine. All the bread 
must be consumed—all but a very small 
fraction of everything we produce is con- 
sumed. So there can be no appropriation 
of the bulk of the supply by a few 


people. These simple truths have been 
obscured by false logic, metaphors 
and slogans, but they stand the test. 


It is as easy for labor to secure a pro 
rata share of 20,000 or 30,000 as of 10,- 
0Q0 loaves of bread. The metaphor which 
has been mouthed for a thousand years, 
“the rich grow richer and the poor grow 
poorer,” is not true to-day, if it ever 
was true in a free and enlightened coun- 
try. The rich do grow richer—and so do 
the poor. 


Not so many years ago efforts were 
made to prevent the use of machinery, on 
the ground that it threw men out of work. 
But this fallacy died out when it was real- 
that while machinery reduced the 
amount of labor required, it provided 
more goods for all at the expenditure of 
less effort. But the laborer who adopts 
the plan of shirking his work, unduly re- 
ducing his hours of employment, or in any 
other manner curtailing the sum total of 
production is taking precisely the same 
stand as did those who objected to ma- 


ized 


chinery. 
Return for a moment to our small com- 
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munity. It requires, say 20 men, to grind 
the wheat into flour in order to provide 
bread for the village. Some one invents a 
windmill which does all the work with 
only one man to watch it. Now nineteen 
men have been thrown out of work, but 
there is just as much bread, the price is 
cheaper to the entire community, of which 
the 19 men are a part, and the men re- 
leased are at liberty to turn their atten- 
tion to some other form of production. 


FAIR WAGE SCALE 

It must be quite obvious that if any 
class of labor succeeds in keeping its 
wages above what is warranted by a fair 
division of the total product, all the rest 
of society must suffer accordingly. That 
is, if 20 of our 100 men were to demand 
as compensation 40 per cent. of the bread 
produced, the other 80 must be content to 
divide the remaining 60 per cent. among 
them. The introduction of dollars into 
the equation does not alter it in any way. 
We hear a great deal about capital re- 
ceiving more than its just due, but it is la- 
bor which demands and frequently re- 
ceives more than its share. 


But will labor ever realize and be gov- 
erned by these economic laws? It ap- 
pears highly improbable that anything but 
the downfall of organized labor will bring 
about such a consummation. Their lead- 
ers—some of them at least—must be aware 
of the true inwardness of the proposi- 
tion, but if they were to expound and ad- 
vocate such principles they would be 
thrown out of office. The union leader 
who can get the greatest amount for his 
followers, be the compensation fair or un- 
fair, or be it secured by violence and 
threat instead of by equitable means, is 
considered the best leader. The head of 
our greatest labor organization constantly 
parrots the statement that “labor has 
fought for years for what it has gained, 
and will never relinquish its advantages.” 
If what labor has gained is more than 
justice warrants this argument is palpably 
unsound. The man who relieves me of my 
watch might as reasonably contend that 
he had to follow me for a month to secure 





it end should therefore be allowed to keep 
it. 

There are already evidences that organ- 
ized labor is riding to a fall. To those 
who watch the progress of such things 
closely, the most significant evidence ofall 
is the gradually changing attitude of the 
public, which is largely composed of those 
who are themselves laborers. Ordinarily 
the so-called public is supine. It does not 
like te take sides, but when it does so it 
will always be found on the side of justice. 
The public is beginning to realize that the 
burden of undue compensation, for labor 
falls on consumers generally. For example, 
the present high freight rates are largely 
due to the wages paid to railroad labor and . 
the astounding amount of waste occa- 
sioned by inequitable working agreements. 
Nor does the public like to be arrogantly 
informed that they can have no ice on the 
hottest day of the year. That was the 
edict of union labor in Chicago on July 4. 
Men who were willing to serve the people 
with ice were not allowed to do so. 


PROBLEMS OF LABOR 

Organizec labor is approaching one of 
three eventualities. (1) It will modify its 
arrogant and dictatorial methods and yield 
to wiser counsels, or (2) it will be con- 
trolled and restricted by law until organi- 
zation will become an impotent thing, or 
(3) it will come to grips with an exas- 
perated public and be decisively shown 
that the majority and not the minority 
rules. The first contingency is at once 
the most desirable and the most improb- 
able. As to the second, questions of politi- 
cal expediency will probably prevent the 
erection of honest laws governing organ- 
ized labor, such for example as compelling 
all the unions to incorporate. But the 
slowly awakening understanding and re- 
sentment of the general public bids fair to 
check the growing abuses which have 
sprung from. organizations originally 
formed for purposes of honest protection. 





Epitor’s Note.—The next article of this 
series will deal with Money and. Credit 
Conditions. 








probably future of money and credit? 
We do not think so. 


security should be 57. 
rise to 80. 


speculative movement. 
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The Importance of Money 


Is there anything quite so important a consideration for the average man 
as the present status of money and credit conditions? 
Is there anything about which the average man is more curious than the 


The ruling rate of interest—the price of capital—is the greatest single 
factor affecting prices of income-bearing securities. 
full effects of a rise or fall in the level of interest rates. 
security is adjusted to a seven per cent. rate for capital, the price of the 
If capital falls to six per cent., the stock will rise to 67. 
If the price of capital falls to five per cent., the price of the security should 


Few people realize the 
If a four per cent. 


The available supply of funds is one of the essential ingredients of a 


These points are fully explained and the probable future of interest rates 
and the supply of money clearly discussed in “Money and Credit Conditions,” 
by Thomas Gibson, which will appear in the July 25 issue of THE FINANCIAL 


—The Editors. 
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What Becomes of Profits? 


No. 20: Republic Iron & Steel Company 


Really Available Profits Less Than Half the Reported Book Profits—‘‘Plant 
Gains’’ Not Charged Off to Costs, Consume Much of Profits 


in a study of the profits of the Re- 
public Iron & Steel Company, and 
- what becomes of those profits: one is the 
unusually large share of estimated profit 
that is not at all available to shareholders, 
either through being tied up in plant gains 

else consumed in partly paying off 


funded debts, 


It is a moot question whether plant gains 
represent profits at all, these days of mod- 
ern bookkeeping, where bookkeepers use a 
wide latitude of discretion as to what is or 
is not a “working’’ cost, what is or is not 

hargeable as “plant gain,” and what is 
writable-off as depreciation. Even in the 
ase of a brand-new, bona-fide plant, the 
question is pertinent whether its cost is 
a necessary cost of the business and its 
healthy growth, and should be deducted 
from profits. 


Ts features stand out pre-eminently 


These remarks are particularly a propos 
ot “Rebecca” which has spent $46,433,000 
on new plants, yet produces less steel after 
the war than before! 


LESSER OUTPUT 


Available profit, available to shareholders, 
supposed plant gains certainly are not. And 
as for counting as “profits” sums “after- 
ward” deducted in paying compulsory sink- 
ing funds and bond redemptions, it must 
be very plain that where such bond or cap- 
ital charges are compulsory, they are as 
much a “cost” of carrying on the business 
as the cost of labor, rent, merchandise or 
any other working cost, only more so: this 
cost must be paid, in full, and without any 
chance of “laying it off.” 


The second outstanding feature of Re- 
becca is the lesser production after the war, 
above referred to. In 1919 production was 
only 60% of pre-war figures. The year 
1920 was a boom year in steel, yet tonnage 
produced and sales were less than 1915, 
anc. the company closed 1920 loaded up with 
the biggest inventory-of high-priced goods 
in its history. 


{t is true that sales above $76,000,000 
ast year, versus under $30,000,000 in 1915, 
show great expansion as expressed in value 

21%. fold. 


Quantities of steel sold or 
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produced were actually less in 1920 than in 
1415, and much less in 1919 than in 1915. 


Inflate’ wartime prices accounted for 
sales and profits being larger in 1920. 
Roughly, sales in 1920 represented over $84 
per ton of iron and steel products shipped, 
versus less than $30 per ton in 1915. 


PROFIT ON SALES 


Although sales in 1919 were only 60% 
of pre-war tonnage, higher prices resulted 
in over $45,000,000 valuation for sales in 
1919, versus under $30,000,000 in 1915. It 
is further noteworthy that the company 
barely broke even in 1919 on over $45,000,- 
000 sales. This is according to the com- 
pany’s own bookkeepers, who report $391,- 
000 paper profit for 1919 versus nearly 
$9,000,000 average yearly profit that they 
report for the common stock for four 
years, 1916-17-18-20. Actually over $4,- 
000,000 loss was registered in 1919, as 
revealed by the company’s balance sheets, 
and referring to “available profits,” profits 
in realizable form, including inventories. 


The difference between the above $391,- 
000 paper profits in 1919, versus over $4,- 
000,000 loss for the year as regards real- 
izable assets, is represented by plant 
“gains.” 


PROFITS: REAL vs. PAPER 
This brings up three important questions : 


(1) How do the book or paper profits 
actually compare with really “available 
profits” over a period of recent years? (2) 
How will Republic profits be affected by 
price slashing and current dulness in the 
steel trade? (3) How are its finances with 
regard to tiding over the present depres- 
sion in the steel trade? 


Really available profits have never 
equalled the reported book profits—not even 
nearly equalled them—in any year since 
1915. This is a remarkable antithesis to 
Allis-Chalmers, reviewed last week. The 
contrast is striking because Allis-Chalmers’ 
available profits usually exceed the book 
profits—thanks to old-fashioned, ultracon- 
servative bookkeepers making fully ade- 
quate charges for plant costs, taxes, and 


other reserves. The record of Rebecca 
for six years, 1915-1920, inclusive shows: 


6 years A share 
total a year 
Book profits ....... $37,929,754 21%* 


Really Available .... 18,841,000 10% 


Difference ........ $19,088,000 

*Omitting the exceptional years, 1916-17, 
only 11% and 6% a year were the respective 
book and available profits averaged over the 
other four years. -The profits are net for 
the common after bond and _. preferred 
charges, taxes and depreciation. : 





In available profits, as I call them, I 
credit all net-cash-position gains, if any 
(or debit declines in net cash position); I 
credit dividends paid, if any; and I also 
include inventory gains, if any, to the full 
face value as reported by the company’s 
accountants, notwithstanding that inventory 
gains are not, strictly, “available” profits. 
They are at least realizable profits. How- 
ever, I rigidly exclude, as usual, sums used 
in retiring funded debts, or sums appear- 
ing on the books as gains in fixed plant 
used to carry on the business. 
are not available profit. 


PROFITS TIED UP 


The wide difference between book profits 
and really available profits of Rebecca for 
six years is $19,088,000, or more than half 
the total book profits; i. e., the available 
profit is less than half the book profit. 
There is no such difference, nowhere 
nearly, in the case of U. S. Steel, Lacka- 
wanna, Bethlehem, Midvale, etc. 


About $19,126,000 of book profits were 
consumed in items that show on the books 
as plant “gains,” over and above depre- 
ciation and similar write-offs. This almost 
exactly accounts for the discrepancy. An 


Such sums 


. average of nearly $3,200,000 a year for six 


years past was spent and not charged to 
operations nor deducted from profits, and 
instead considered as plant gains. Plant 
gains were less during the war than after 
the war; this item aggregated $8,295,000 
for two years, 1919-20, or over $4,100,000 
a year. 

It does not necessarily follow, for in- 
stance, that because Rebecca books show 
large plant gains, therefore it did an un- 
usual amount of new construction, and that 
companies like Allis-Chalmers, Lackawanna 
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YOUNGSTOWN STEEL WORKS AND ROLLING MILL 
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Steel, Westinghouse, American Smelting, 
etc., did little or no new construction be- 
cause no plant gains of moment appear on 
their books. The latter companies, with U. 
S. Steel, Bethlehem, etc., absorbed much 
or nearly all their construction and “new 
plant” costs into working costs and charges 
in one way or another, and that made their 
really available profits approach more 
nearly to reported book profits. It is 
obvious, of course, that the same “new 
plant” exists to a nail and to the last smear 
of paint, no matter how the bookkeepers 
charge it. 
NEW FINANCING 

Besides profits unavailable because tied 
mp in plant gains, $8,709,000 further book 
profits have been consumed in six years 
and rendered not available because used 
in paying off old bonds and debentures. 
However, offsetting this, $8,203,000 new 
debentures and stock have had to be sold, 
resulting in only $506,000 net decrease in 
bonds and stock capital in six years. 

New financing has been necessary both 
1919 and 1920 to make both ends meet. 
The company has had to sell common stock 
to raise funds, after consuming vast 
amounts of cash in “plant gains,” in unsold 
inventories, and in dividends. The company 
has suspended the 6% dividends on the 
common begining the second half of 1921. 

Further financing is not improbable if 
the present depression in the steel trade 
continues. The company started 1921 with 
the poorest net cash position since be- 
for the war (in 1914). It was loaded 
with $20,000,000 inventory, a record. 


PRESENT; NEAR FUTURE 


New financing might perhaps be avoided 
if the company could suspend new produc- 
tion, or nearly so, and unload its inventories 
at fair prices—not necessarily high prices. 
Operations have indeed been cut down to 
about 20% capacity, and several depart- 
ments closed down altogether. Unfor- 
tunately inventories move with painful and 
discouraging slowness. Republic and 
Bethlehem have taken the lead in cutting 
prices to raise cash. 

Cutting down inventory values would 
alone suffice to show a large book-loss for 
Rebecca for the first seven months of 1921, 
apart from high overhead charges on cur- 
tailed production. 

Happily, however, Republic had over $5.- 
411,000 net surplus cash assets and re- 
ceivables over all payables to start 1921, 
and apart from a further $20,182,000 in- 
ventories. It was more strongly bulwarked 
in cash, net, than the average industrial 
corporation. It has been prevalent for 
businesses to start 1921 in the hole finan- 
cially, i. e., with more debts to pay than 
cash and receivables with which to pay. 

Thanks to its strong cash position at the 
start of the year, followed by the suspen- 
sion of dividends and general retrench- 
ment, it follows that if Republic can be ac- 
commodated with temporary bank loans 
to tide it‘over a few months of business de- 
pression, it may be able to get along with- 
out “permanent” new financing, or at least 
defer it, when and if new financing de- 
velop, to a later and more favorable date. 


88 

















Republic Iron & Steel Company 


Its finances, profits (book vs. available profit), share prices, dividends, etc. 
Finances: Debts, Cash, Other Assets, Capital (Dec. 31) Etc. 




















Cash debts it owes 1920 1919 1918 1917 1916 1915 
Current payables ....... $10,076,450 486, $10,665,630 $13,145,043 $6,098,041 $3,225,795 

Funds on hand 
La. chwebhoaba ss ooeceee’ 1,433,753 1,223,748 4,072,685 4,367,784 9,608,139 3,760,237 
ee ee 5,174,412 Sk) BY ee Sk ee eee re 
ee an 8,869,443 5,723,761 7,295,130 5,980,005 6,465,687 4,890,615 

Gross such funds...... $15,487,608 $14,970,659 — $25,662,262 $24,706,064 $16,073,826 $8,650,852 
Net Cash Position....... $5,411,149 $6,484,634 $14,996,632 $11,561,021 $9,975,785 $5,425,057 

Semi-Fluid Assets 
Inventory; prepaid ore. .$20,182,729 $17,125,970 $14,261,319 $14,484,515 $9,745,566 $8,085,733 

Fixed Plant Assets 
Properties, gross........ $95,638,267 $90,675,598 $86,368,667 $81,034,949 $73,757,485 $70,733,685 
Less: Deprecation, etc... 12,820,465 11,289,347 10,324,942 6,859,684 5,203,945 4,314,459 © 
Properties depreciated. .$82,817,801 $79,386,251 $76,043,941 $74,175,265 $68,553,540 $66,419,226 
Deferred charges........ 2,174,012 ,671,665 1,142,173 784,284 780,771 735,518 
Invested, subsidiaries.... 1,691,481 1,305,524 1,202,921 1,297,026 927,690 931,051 
Fixed plants, etc........ $86,683,294 $82,363,440 $78,388,800 $76,256,575 $70,262,001 $68,085,795 

Capital Issued 
Bonds, 5% sinking fund .$12,510,000 $12,941,000 $12,941,000 $14,005,000 $16,346,000 $17,833,000 
Bonds, subsidiaries...... 964,000 1,152,000 1,334,000 1,398,000 449,500 498,500 
Preferred, 7% cumulative 25,000,000 25,000,000 25,000,000 25,000,000 25,000,000 25,000,000 
Common, par $100....... 30,000,000 27,272,800 27,191,000 27,191,000 27,191,000 27,191,000 
Profit-Loss Surplus..... 87,441,571 33,880,972 35,122,462 30,711,988 18,236,251 8,354,954 

Production; Shipments (Year) 

Steel Production 1920 1919 1918 1917 1916 1915 
ee 984,953 752,417 1,119,702 1,161,783 1,259,971 1,043,148 
Products, toms. ...0.0000 1,004,189 702,040 1,024,040 1,109,829 1,216,716 1,033,394 

Shipments (tons) 
ea 182,326 170,537 I i 
Steel and iron products.. 903,381 627,058 eee |) ee” 6 Csheee | pines 

Book or Paper Profits, as Reported 
(Based on sales, less what the book- 
keepers figure as costs, depreciation, etc.) 
1920 1919 1918 1917 1916 1915 
ME: Liberals Sees ss wecie $76,342,220 $45,872,345 $75,224,110 $78,325,462 $52,844,018 $29,916,229 
Other Income............ 348,642 575,496 729,439 439,303 348,577 183,311 

Less 
Manufacturing; repairs.. 62,516,698 41,416,004 57,047,063 49,995,743 36,299,382 24,476,631 
Depreciation; renewals.. 1,506,261 1,381,220 4,183,319 1,999,760 1,000,091 1,000,388 
og ee 508,062 460,905 512,620 274,072 245,222 236,798 
TNE is GoW 68 6 as ke 6’ 2,318,758 315,112 5,680,759 Rapes eee Resa. 
Inventory write-off...... nn? ‘eeneces ' ' Meneses “Piewehu! - geen wer See 
a 737,967 733,403 738,182 759,395 858,737 869,904 
Ce (ne... eee |= lee 6 Se amen SS6.655  ...... 
Preferred dividends..... 1,750,000 1,750,000 1,750,000 1,750,000 4,500,000 1,187,500 
Balance for Common.... $5,360,599 $391,197 $6,041,934 $14,107,197 $20,289,163 $1,739,664 

ye! ee ee 17.87 1.4: 22.22 51.88 47.67 4.24 
TE Sasenuras 00s 6.00 6.00 6.00 6.00 Nil Nil 
“Available Profits” in Realizable Assets 
(Based chiefly On realizable assets shown in balance 
sheet; plant and other unrealizable gains, excluded) 
Net cash, gain or loss...—$1,073,000 -—$8,512,000 +$3,435,000 +$1,586,000 +4$4,550,000 +$3,535,000 
Common dividend........+ 1,800,000 + 1,632,687 + 1,631,460 + 1,631,460 + 407,865 0 
Inventory, up or down..+ 3,057,000 + 2,864,000 — 223,000 + 4,739,000 + 1,060,000 — 559,000 
Net Available Profit... ..+$3,784,000 -$4,010,000 +$4,843,000 +$7,956,000 4+4$3,298,000 4$2,976,000 
2. | a oe 12.61 Nil 16.14 26.52 10.99 9.92 
Further Gains, But Not “Available Profits” 
Net plant additions..... +$4,320,000 +$3,975,000 4$2,132,000 +$5,994,000 +$2,177,000 + $528,000 
Bonds redeemed......... + 619,000 + 182,000 .+ 1,126,000 + 1,392,000 + 2,341,000 + 3,049,000 
Debit, new eapital......c= BPE BOO =—. BiBWO .. cvscce. . wacver — 948,500 — 4,447,000 
Net, not available....... +$2,212,000 +4$4,076,000 +$3,258,000 +4$7,386,000 +4$3,570,000 — $900,000 
Prices of Shares; Divided 
Preferred 1921 1920 1919 1918 1917 1916 1915 1914 1913 
ED Shiva whwtOs seman 96% 106%, 1061, 102% 105% 117 112% 91 92% 
RANE: cp cdGed acne one 19%, 84 100 9254 94 101 72 75 _ 
SPECTROM ou éiecvccs $7.00 $7.00 $7.00 $7.00 $11.00 $15.00 $2.00 $5.25 $7.00 
Common 
ee 73% 124% 145 96 94144, 93 57% 27 28% 
SEE kettle is ine bis © 6 41% 5544 W1% 725, 60 42 19 18 17 
oo $3.00 $6.00 $6.00 $6.00 $6.00 Nil Nil Nil Nil 


able against 1917. 


1Paid in 1920 and charged on the books against 1920 were $505,923 back 


taxes charge- 




















Bethlehem Steel Corporation 


No. 21 in “Seelby’s” remarkable analyses of profits of our 
big corporations. What becomes of those profits, and how 
share prices are affected—or not affected—by paper profits 
will appear next week, and will cover that prince of the 
war babies—Bethlehem. 


—THE EDITORS. 
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The Probable Future of Sinclair 


Why 1920 Share Earnings May Not Be Duplicated For Some Time— 
Cheap at $30 if They Could 


the company, and dwell more on the 

future of the shares, in discussing the 
future of the Sinclair Consolidated Oil 
Corporation. The company might con- 
ceivably become the greatest oil enterprise 
in the world, yet its stock might be sub- 
stantially of little value, were too much 
bonded and preferred obligations created 
ahead of the common shares. 


] tee harp less on the future of 


It seems a paradox to the investor that 
a business could get to be one of the big- 
gest in the world, yet its shares represent 
little value. A case in point is the famous 
\merican Writing Paper Co. This is 
the world’s premier in its particular busi- 
ness, yet it has never been able to mect 
sinking-funds required on its bonds and 
pay preferred dividends (which were 
140% in arrears to start 1921). It has 
never paid a dividend on the common, 
which has sold repeatedly as low as % 
and +6. That represents $30,000 market 
valuation for the entire capital stock 
(common) of this vast business with 27 
great factories. 


FUTURE FINANCING 


Operating officials of Sinclair might 
justly take pride, conceivably, in making 
Sinclair the biggest oil enterprise in the 
world. To the investing public that is not 
enough, if it be at the sacrifice of creating 
more and more preferred stock and bond- 
ed debt, ahead of and vitiating the value 
of the common shares. 

The competitive exigencies of the oil 
business will require further financing by 
Sinclair, as by all big oil companies, from 
time to time, for expansion. But where- 
as oil, railroad and other industrial cor- 
porations are able to pay dividends while 
such borrowings or financings are going 
on, that would be hard to do in the case 
of Sinclair—to raise new capital and pay 
common dividends—owing to over 4,067,- 
000 shares common stock and owing to 
heavy interest and sinking-fund obliga- 
tions already outstanding. To harp on 
the future growth of Sinclair, without 
reckoning the cost of such future growth, 
would be misleading. 

Over $98,000,000 cold cash new capital 
was consumed in expansion in early 1920 
and the extreme fag end of 1919 by Sin- 
clair, but less than $9,000,000 was added 
profit in 1920 over 1919, from the new 
and old business combined, and in a boom 
year, too. The bulk of profits gain in 
1920 came from the old business; in 1921 
results will be even worse when it comes 
to show something important in added 
profits for the $98,000,000 investment in 
1920. At a similar rate of growth, the 
more Sinclair grows, the worse for the 
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common stock. More such “victories” and 
the common shareholders will be undone, 
indeed ! 

Therefore, the future growth of Sin- 
clair, important as the topic is, is less 
important than the company’s finances, 
and the effect that growth may have in 
impairing or improving equities of the 
common shares. 


FUTURE GROWTH 


The lines of future growth of Sinclair 
are (1) in marketing facilities in the East- 
ern and Central United States for its re- 
fined products, with more warehouses, ser- 
vice stations, etc.; (2) further similar 
marketing facilities in Europe (begun in 
Belgium and France, 1920), as also in 
Cuba and Latin America; (3) pioneering 
exploration and development in foreign 
production or quasi-production areas like 
Costa Rica, Panama, Hayti, West Africa, 
and partly developed fields like Mexico, 
northern South America, etc.; (4) an enor- 
mous expenditure necessary to pipelines, 
terminals and tankers should any of these 
pioneer developments just mentioned real- 
ly develop pay oil; (5) new production in 
United States as new fields continually 
develop; (6) new pipelines and feeders 
to existing refineries, and probably new 
refineries as new oil fields develop; (7) 
modernization of some of the older re- 
fineries ($4,000,000 is being spent modern- 
izing the old Coffeyville, Kans., works). 

All the above require large capital out- 
lays. The raising of further capital by 
Sinclair over and above all possible earn- 
ings, in the future, is reasonably certain. 

Two features stand out in Sinclair’s 
financial structure as affecting future 
equities of the present common stock, in 
connection with future further financing. 


BEFORE THE COMMON 


One is the large shares capitalization. 
There were 3,909,944 shares common stock, 
no par, outstanding Jan. 1, 1921. Two 
quarterly stock dividends, of 2% each, 
raised issued stock (common) to 4,067,906 
shares as of Aprii 16, 1921. 

The other feature of Sinclair’s cor- 
porate financial structure, besides the large 
stock issue, is over $47,000,000 of already- 
existing 714% sinking-fund notes, besides 
other funded debts coming ahead of the 
common. 

Ahead of Sinclair’s common stock thee 
stood at the start of 1921: 

$47,504,000 of 744% notes, due 1925. 

4,814,644 equipm. and purchase notes. 
1,394,585 oil-gas certificates. 


$53,713,229 funded debts. 
247,000 in 8% preferred stock. 


The balance sheet further revealed $14,- 
352,316 current or floating notes, included 
in $25,995,992 total current cash payables. 
The cash plus receivables plus Liberty 
bonds and marketable securities aggre- 
gated $32,786,471, leaving net cash assets 
balance $6,790,479 to the good. Inventories 
stood at $47,099,157 (since slashed by price 
reductions, which would necessitate re- 
vision of 1920 profits statements). Fixed 
plant ‘account and prepayments approxi- 
mated $229,911,000 on the books after de- 
preciation, of which $60,791,000 was spent 
in 1920 in real money. 


Happily a redeeming feature of Sin- 
clair’s present and future finances is the 
fact that the 714% notes are convertible 
into 8% preferred stock, and the company 
would save $2,337,000 in lesser charges 
each year on the present note issue when 
and if the notes were converted into pre- 
ferred stock. The preferred stock requires 
more “interest” but less sinking fund. 


EARNINGS FOR COMMON 


The notes require $7,562,000 a year in 
cash to be taken out of the earnings to 
pay 74%4% interest and $2,000,000 sem- 
annual compulsory sinking fund. Only 
$5,225,440 would be total charges on the 
same $47,504,000 of notes if converted into 
preferred stock—to pay 8% dividends and 
including a further 3% per annum sink- 
ing fund, payable semi-annually. These 
sinking funds are very real, compulsory 
charges. No common dividends may be 
paid while sinking funds are in arrears. 


Saving of over $2,330,000 a year in 
charges, when and if the notes be con- 
verted into preferred stock, and reduction 
through sinking-fund of the future out- 
standing notes and preferred stock, will 
be a strong help as affecting the future of 
the common stock on the present capital- 
ization. Only the $2,337,000 saving alone 
means about 58c extra per share per year 
on the present 4,067,906 common shares. 
A penny saved is a penny earned. To 
capitalize those extra savings would add 
$4 or $5 a share to present worth of the 
present common stock on the existing cap- 
italization. 


Future earnings are exceedingly prob- 
lematic, as is also future capitalization in 
common shares, and in future preferred 
and funded obligations which may pre- 
cede the common stock. If 1920 reported 
earnings were alone taken as a future 
criterion or basis, over $30 a share would 
be a cheap price for the stock. 


Book profits were $20,636,881 in 1920 
reported, after tax reserves, after depre- 
ciation and depletion, after all working ex- 
penses and operating charges, and after 
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interest and discount—but before paying 
interest and sinking-fund on notes and 
preferred stock. Deducting not only note 
interest, but also $4,000,000 yearly com- 
pulsory sinking funds against the notes, 
the net for the common amounted to $13,- 
047,000, or $3.20 a share on $4,067,906 
present shares as of July 1, 1921. The net 
would have been $3.75 a share on the com- 
mon were the notes converted into pre- 
ferred stock. That, too, allows for sink- 
ing-fund as well as “interest” charges, 

With such earnings, if they could con- 
tinue, the stock, would be cheap above $39. 
Actually, the available profits by the 
“Seelby” formula exceeded the book or 
paper profits. 

It is not likely, however, that 1920 profits 
will be duplicated for some time to come. 
Four reasons make the 1920 showing an 
exceptional one not likely of reattainment 
very soon. 

First, the year was a boom year in oil 
production and prices. 

“quotational” profits of Sin- 
clair were abnormally large. Quotational 
profits are profits which accrue to any 
business that continually buys materials 
like oils, metals, etc., and sells them later. 
On an advancing market like 1920 in oil 
extra profits pile up as quotations ad- 


Second, 


vance; profits are cut when quotations 
drop after purchases and before sales. Ad- 
vancing quotations mean extra profits and 
declining quotations for oil reduce profits, 
no matter what the actual quotation be, 
whether high or low. A large bulk of 
Sinclair’s $166,000,000 gross business and 
the exceptional profit in 1920 (this is 
exclusive of intra-Sinclair subsidiary sales 
and transport charges) came from buying 
and selling oils, etc., on an advancing 
market. Its own production was less than 
8,500,000 bbls. in United States and 11,256,- 
000 bbls. in Mexico. 


Third, if there were charged against the 
$47,000,000 inventory at the end of 1920 
price cuts in early 1921 it would have 
wiped out much of the profit of 1920. 
More than the total net profits of 1929 
for the common accumulated in over $15,- 
730,000 inventory gains during 1920. 


A fourth and very important reason for 
Sinclair’s present and future earnings be- 
ing unlikely to duplicate 1920 is the sale 
in Feb., 1921, to the Standard Oil Co. of 
Indiana of a half-interest in the Sinclair 
Pipe Line Co. This is the 2,800-mile 
trunk-line to East Chicago, Indiana, with 
feeders from Kansas, Oklahoma, and as 
far as north Texas oil fields. It took the 
Sinclair organization years of effort and 





$30,000,000 of money to build up this great 
arterial system, which exceeds 90% of all 
Sinclair pipeline mileage in United States. 
Standard of Indiana was the biggest cus- 
tomer of the pipeline to East Chicago, and 
its purchase of a half-interest will pre- 
sumably give Standard Oil a dominant 
say in the pipe system. If so, it would im- 
pair the profitableness and strategic im- 
portance to Sinclair of this great pipeline 
system. 


The future of Sinclair hinges, therefore. 
on the improbability of duplicating 1920 
available profits for the common for some 
time to come, and a further possible draw- 
back will be the almost certain further 
expansion in shares capitalization and es- 
pecially in funded and preferred obliga- 
tions ahead of the common shares, to pro- 
vide for the inevitable future growth of 
the business. 


If the 1920 profits per share of common 
stock could again be duplicated the com- 
mon stock would be worth around 30 or 
well over 30, but the present common 
stock appears speculative around 20. With 
equal frankness it is necessary to add that 
it is a speculation that may prove highly 
profitable. But who, after all, can dis- 
cuss convincingly the future profitable- 
ness of a present speculation? 


Canada Is on Eve of Big Things 


But the Average Man in the Dominion, Instead of Making the Most of 
Opportunity, Is Wasting Time Wondering What Is Going to Happen 


of big development and_history- 

making progress. General business 
is in a state of lethargy. But a careful 
look under the surface convinces one that 
the worst has passed. The corner has 
been reached, and turned. 


3ut, having reached and turned the cor- 
ner, Canada and Canadians are marking 
time. 

The writer has just completed a tour 
of the Dominion, during which he talked 
with bankers, merchants, professional men, 
farmers, manufacturers, and the man on 
the street. He encountered varying de- 
grees of optimism. He heard from poli- 
ticians and bankers of the untouched re- 
sources of the country. He found evi- 
dence aplenty of remarkable fertility from 
the Atlantic to the Pacific for the planting 
of capital. 


© ANADAA is on the eve of big things ; 


But most of the optimists were passive. 
They knew, for example, why American 
investors should be interested in oppor- 
tunities in Canada, but they stop with the 
admission. 

Canada is like a giant freighter that, 
loaded with precious cargo needed by the 
world, lies at its berth waiting the touch 
of the hand that will release its motive 
power to drive it to the ends of the earth. 


Put baldly, the majority of the men with 
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whom | talked are victims of “nerves” 
superinduced by the devil of uncertainty. 
They are wondering what is going to hap- 
pen. In the Canadian West business men 
are worried because the banks decline to 
“loosen up.” In the East they are worried 
because of the tariff discussions in Wash- 
ington. 


I met at least one big Westerner who 
hit the nail on the head. This is the way 
he described Canada’s way out: 


“Tt is up to our people to get busy and 
make things happen!” 

In that little sentence is expressed what, 
if I may so describe it, is the trouble in 
Canada. The case of “nerves” which so 
many people have developed, and which is 
a state of mind, is holding in leash the 


motive power that will set the wheels in 
motion. 


CASE OF NERVES 


I am reminded of the anecdote that is 
told of an experience of the late Chief 
Justice White, of the Supreme Court. He 
was practicing law and had been called 
upon to defend a negro who had been 
accused of stealing a pair of “pants.” The 
accused was reticent, although he expect- 
ed Mr. White to obtain a verdict of ac- 
quittal for him. The lawyer who was 
prosecuting called the accused to the stand 


and the negro turned to Mr. White and 
said: 
“Jedge, I don’t want to take the stand.” 
“Why not?” asked Mr. White. “You 
are perfectly innocent, are you not?” 


“Yes, sir, I’se perfectly innocent as long 
as I sits with my feet under dis table, but 
if I get up on the stand—oh, Lord, jedge, 
I’se got them pants on!” 

The bankers, merchants, manufacturers, 
farmers and politicians of Canada know 
they have a country with limitless re- 
sources, that there are unlimited oppor- 
tunities for the profitable employment of 
capital. But they have “nerves.” Taxed 
with a demand that they give substantial 
reason for projecting the recent and cur- 
rent depression into the future, they are 
at a loss. In fact they are reticent. If 
they took the stand, they would be com- 
pelled to confess that fear of what is go- 
ing to happen is a “state of mind.” 

A commercial publication in the Cana- 
dian West had been insisting that so long 
as Canadian Pacific freight rates remained 
at their high level, just so long would 
business be adversely affected. He closed 
his eyes to seasonal falling off in traffic, 
to “buyers’ strikes” and to the inevitable 
slackening in business due to economic 
readjustment. The writer talked with this 
editor and asked for reasons why. 
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“For the first four months of the cur- 
rent year the company’s gross revenues 
showed a decrease of more than $3,000,000 
as compared with the same period last 
year,” the editor remarked. “That means 
the law of diminishing return is in opera- 
tion. It means that rates are keeping 
business down and the company is suffer- 
ing because its profits must decrease with 
the decline of gross.” 


Cc. P. R. OUTLOOK 

At this writing the wages paid by the 
Canadian Pacific have been reduced, and 
there is every promise that freight rates 
will be adjusted so soon as the time is 
ripe. Officials of the road assert that the 
outlook is most promising, even though 
the situation is not altogether cleared. 
Keen students of Canadian enterprises as- 
sured me that in their judgment Canadian 
Pacific stock at current price levels should 
be considered a bargain, 


Canadians in every walk of life want 
things to happen that will make for pros- 
perity. Consumers declare they want to 
purchase, should prices please them; mer- 
chants want sales; manufacturers want to 
attract capital, and they want to produce 
goods; labor wants work. 


“Everybody wants that which makes for 
happiness and prosperity,” said one Mon- 
treal investment banker. “But if every- 
one is going to sit waiting for the worst 
they can imagine to happen, or insists upon 
hiding our light under a bushel trusting 
to luck for the advent of capital, then there 
will develop a stagnation that will make 
midsummer dog days seem like a tornado 
by comparison.” 


AS TO POSSIBILITIES 


One hears about the possibilities for 
Canada in the next few years. A short 
time ago the writer interviewed Mr. Will- 
iam H. Woodin, president of American 
Car & Foundry, for THe FrInanctraL 
Wor p and, in the course of the talk, that 
important captain of industry expressed 
himself in no uncertain terms regarding 
the future of the Dominion. 


The leading authorities on investments 
assert that Canada’s government and pri- 
vate securities are among the best in the 
world. The per capita income of the 
Canadian people is second highest in the 
world. The per capital wealth is exceeded 
only by the United States and Great Brit- 
ain. These are not matters of common 

_ knowledge, but they are facts. It is not 

generally known that, measured by the 
accepted standard, the best government 
and private bonds of Canada are very 
nearly one hundred per cent. safe. Yet 
the private corporation *bonds that are 
outstanding represent an infinitesimal pro- 
portion of the possible total were Canada 
today undergoing the development that 
her resources would justify. 


So American investors who already have 
funds invested in Canada, or are con- 
templating the investment, have little or 
nothing to worry about. It is true that 
the injection of the tonic of thoughtful, 
active optimism into the veins of Can- 
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ada’s business men and bankers would 
hasten the dawn of the day of big de- 
velopments. And it is equally true that 
the sort of “watchful waiting” that is so 
common in the Dominion is a toxic that 


reaches the soul and sears it in the end. 


THE STEEL TRADE 
In a subsequent article the writer shall 
treat with the steel industry more fully 
than space at this writing will permit. But 
it is always best to inject as evidence 
thoughts preparatory, particularly when 
we are seeking reasons why Canadians 
should now be devoting themselves to 
spreading the tonic of optimism among 
themselves and by that demonstration of 
confidence, encourage development capi- 
tal, where it is concentrated awaiting in- 

ducement, to seek employment. 


To summarize, the steel business in Can- 
ada in the first half of this year gave a 
comparatively better account of itself than 
did the steel business in the United States. 
Steel of Canada’s performance compares 
quite favorably with any similar com- 
pany in this country. And Dominion 
Steel, although it did not fare quite so 
well in the steel end of its business, was 
able to show a profitable half-year as a 
result of coal sales. 


RAIL SITUATION 

As far as the railroad situation in Can- 
ada is concerned, there are few who view 
the showing of the government roads with 
satisfaction. Huge deficits from operation 
are not pleasing to taxpayers. But the 
fact remains the national railways are do- 
ing better now than a year ago, with the 
exception of the Grand Trunk. In Feb- 
tuary last, it was pointed out to me by 
a Dominion official, the operating ratio 
on steam: roads was reduced from 110.7% 
to 105 per cent. and the operating deficit 
was reduced from $3,319,206 to $1,658,401. 
And less freight and fewer passengers 
were carried during February this year 
than during the same month last year. In- 
creases in rates brought additional rev- 
enues for net to 11%. Operating ex- 
penses were increased only four per cent. 


The Grand Trunk Pacific seems to be 
a growing burden, for while the other 
roads made a decided improvement, its 
deficit during February was $188,417 
larger than it was a year ago, due chiefly 
to the expenses of transportation charges, 
which increased over 60 per cent. How- 
ever, there was an increase of 55 per cent. 
in revenue freight over the road. The 
Grand Trunk turned an operating deficit 
of $690,856 during February, 1920, into a 
net operating revenue of $29,692 during 
February, 1921. 


INVESTMENTS 


Last year, it is estimated, Americans in- 
vested in Canada at the rate of ten hun- 
dred thousand dollars a day. I will not 
venture to predict what the total will be 
in the next five years, provided Canada 
takes full advantage of her own oppor- 
tunities and is willing to “make things 
happen.” 


In Montreal financial circles I found 
considerable complaint regarding the ap- 
parent scarcity of home investment funds. 
Looking into the situation it was found 
that in the past year millions of dollais 
have gone into the hands of foreign 
holders of Canadian securities. In other 
words, the Canadian investment market 
has been drawn upon for funds with 
which to buy back home securities held 
abroad. In this respect Canada is the 
only country that has engaged in the proc- 
ess with the exception of the United 
States. 


WHAT IS THE ANSWER? 

What is the answer? I got it from a 
member of one of Montreal’s largest bond 
houses. It was—“Too many issues have 
been coming into our home market. The 
wise move, in fact the only move, is to 
offer our government, municipal and cor- 
porate securities in the United States 
where the bulk of the investment capital 
is located and is easy to reach. Our own 
investment congestion can be relieved.” 

In the West I talked with the treasurer 
of one of the Prairie Provinces. He told 
me of the wonderful undeveloped re- 
sources of his state. He told of the wealth 
and the credit of his home cities and mu- 
nicipalities. He was about the most opti- 
mistic man with whom I had the privilege 
of talking. Yet that same man was will- 
ing to admit that all the wealth and credit 
and resources today are virtually sleeping 
assets. 

So much for the present writing. In the 
next issue of THE FINANCIAL Wor tp the 
writer will discuss one of the most im- 
portant phases of Canada’s present situa- 
tion and also one of the Dominion’s pre- 
mier investments. 

—-0 


Recognize New York 

There are many and varied opinions re- 
garding the importance of New York as 
an international market. Some believe 
that this center bids fair to hold a dominat- 
ing position in the future. Some believe 
that London again will assume its place of 
unassailable leadership. But, be that as it 
may, there occurs, almost weekly, some 
new development that seems to lend sup- 
port to those who argue in favor of 
Gotham’s domination. 

Toward the close of the week just 
passed, the news of the day contained an 
announcement that the Anglo-American 
Corporation of South Africa, Ltd., soon 
will be brought to the New York stock 
market. The stock of this company long 
has been a prime favorite on the London 
‘change. It is understood that formal ap- 
plication for listing on the big board in 
New York will be made at an early date. 

It is the opinion of officials of the cor- 
poration that, since America is the prin- 
cipal purchaser of the corporation’s prod- 
ucts, it would become better known to the 
consumer of its products if trading were 
opened in the shares here, as_ well as in 
London, Paris and other exchanges. De- 
spite the depression in the diamond busi- 
ness last year, the corporation reports to 
its stockholders a prosperous year. 





91 











| 





Suggestions For 


Income Building 





By 
BYRON C. HALL 














How I Would Invest Five Thousand Dollars 


HERE is a firmly grounded, authori- 

tative opinion in the financial dis- 

trict that within a few weeks there 

will be a decided change in the trend of 

stock market prices. That means we are 

nearing the time when real buying op- 
portunities will be limited. 


It is the belief of the writer that it is 
as important for the investor to take ad- 
vantage of low level opportunities as it is 
for the simon-pure speculator. The con- 
servative investor, who is concerned first 
of all about the income he derives from 
his holdings, naturally will not give as 
close attention to mere surface indications 
or happenings as the speculator. At the 
same time the current situation is of suffi- 
cient importance to justify his close atten- 
tion. 


While the outlook is by no means ab- 
solutely clear, the fact that authoritative 
opinion leans toward support of the state- 
ment made in the opening paragraph of 
this article is considered good reason for 
seizing upon the present opportunity for 
purchase of income producing stocks. 


The writer concedes that prices may go 
down below the present averages. Cer- 
tain psychological conditions may have 
the effect of bringing about a purely tem- 
porary decline. But if one is prepared to 
ignore the transitory features, and is ready 
to exercise patience, the reward will be 
forthcoming. 


Personally, the writer has a decided 
liking for the preferred railroad stocks 
for the investor who, in addition to seek- 
ing safety and substantial income return, 
has an eye for the chance of price appre- 
ciation when the real turn in the railroad 
group shall have materialized. 


If the writer had a fund of five thou- 
sand idle dollars with which to under- 
take an income structure, he would give 
preference to the following: 


CHICAGO NORTHWESTERN PFD. 


This stock should be purchased if the 
investor is primarily concerned as to 
safety. It can be seen that the price does 
not suggest such a wide advance when 
the turn in the railroad stocks comes, as 
there would be in a lower priced stock. 
The management of the company has in- 
stituted drastic economies, with the re- 
sult that operation is gradually approach- 
ing the period when it will not be such a 
heavy tax upon the revenues of the road. 
The preferred has prior right to 7 per 
cent. non-cumulative dividends. Then 
the common receives 7 per cent., then the 
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preferred 3 per cent more, then the com- 
mon 3 per cent. more, after which both 
issues share equally. There is outstanding 
$22,395,120 of the stock, which is $2,768 
per mile. The average income available 
per mile last year was $1,738, and the 
dividend per mile required $196, which 
leaves a very high factor of safety at 89 
per cent. 


ROCK ISLAND 7% PFD. 


At the present market price for this 
stock the income yield is in the neighbor- 
hood of 9.86 per cent., which should be 
very attractive indeed to the average 
seeker after strengthening of income. 
This road by virtue of the character of its 
territory is in a position to be one of 
those to reap the largest benefits from the 
new conditions, once business in general 
has returned to normal. The stock has 
preference as to assets and cumulative 
dividends, jointly with the 6 per cent. pre- 
ferred over the common stock. It also 
has preference or priority over the 6 per 
cent. preferred as to dividends to the ex- 
tent of 1 per cent. in any fiscal year. This 
1 per cent. is to be declared and paid or 
set aside before any dividends shall be 
declared on the 6 per cent. prefered stock; 
but after the 1 per cent. shall have been 
set aside both issues of preferred rank 
pari-passu as to further dividends. The 
dividends on the 7 per cent. preferred 
stock are cumulative up to 5 per cent. 
only, and the issue has equal voting power 
with the other stocks. The stock can be 
considered reasonably safe and carries ex- 
cellent prospects of increase in the quoted 
market value. 


BALTIMORE & OHIO PFD. 


Speaking very generally, B. & O. stands 
out among all of the railroads for its per- 
formance so far this year. The stock is 


obtainable around $50, which affords an- 


income yield of 8 per cent. This should 
be an inducement to the investor, par- 
ticularly in view of the fact that the fu- 
ture prospects of the road, after operating 
expenses have been reduced to a more 
practical ratio, are exceptionally bright. 
There is authorized and outstanding $60,- 
000,000 of the 4 per cent. preferred, which 
is equal to about $11,772 per mile, the per 
mile dividend requirements for which to- 
taled $471, which affords a very high 
factor of safety at 82 per cent. The stock 
has preference to 4 per cent. non-cumu- 
lative dividends but not to assets. Full 
dividends have been regularly paid since 
1899. This in itself, of course, will not 
always stand as an incontrovertible cri- 


terion when one considers the number of 
surprises that have been sprung on the 
public within the present year regarding 
the payment of dividends that seemed to 
have been earned with ample margin to 
spare. According to the ultra-conservative 
estimate made by Standard Statistics 
shortly after the passing of the Trans- 
portation Act of 1920, it was estimated 
that fixed charges should be earned by 
the road 1.64 times, and that there should 
be earned for the preferred stock 23.85 
per cent. This would seem to leave ample 
margin of safety for the dividend. 


COLORADO & SOUTHERN 1ST PFD. 


One of the bright spots among the rail- 
road preferred stocks. This road has 
given an exceptionally good account of 
itself in the past few years. Its manage- 
ment is efficient and the prospect for the 
future is considered bright by authorities. 
According to estimates of conservative 
Statisticians, the new freight rates and the 
new conditions should permit the first pre- 
fered to earn in the neighborhood of 25 
per cent., which would leave ample mar- 
gin of safety for the 4 per cent. dividend. 
The stock is 4 per cent. non-cumulative 
and possesses full voting power, and there 
is outstanding $8,500,000, which is equal 
to about $4,617 per mile, the average in- 
come per mile being $1,022 to satisfy divi- 
dend requirements per mile of $187. This 
means the large factor of safety of 85 per 
cent. At the present market price the 
stock shows an income return of about 
§ per cent. 


While the writer has suggested a de- 
cided preference for preferred railroad 
stocks, there are some common stocks of 
the carriers which are entitled to equal 
rating. The prices are somewhat higher, 
however. Among those which appear to 
possess the most attractive features at the 
present time would be Illinois Central at 
about 89, which pays 7 per cent., and at 
its current price shows an income re- 
turn of nearly 8 per cent. Next in line x 
would be New York Central at about 68 
now paying a dividend of 5 per cent. 
which affords an income return of 7.35 
per cent. Atchison is considered by many 
to be one of the: bargains among railroad 
common stocks. It is obtainable at about 
79, and being on a 6 per cent. basis, shows 


an income return at that price of 7.59 per 
cent. 


The prices mentioned in the foregoing 
were those obtaining at or near the time 
of writing. Changes which may have oc- 
curred in the meantime shculd not be 
looked upon as having any material bear- 
ing upon the standing of these securities. 
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Kernels of Week’s Financial News 


Significant Financial Events of the Week Pithily Presented 
—Their Influence Interpreted Favorably 


Corporate Matters 


Philadelphia & Reading for the year ended 
December 31 reports net earnings equal 
to $16.60 a share (par value $50) against 
$9.95 in 1919.+ 

El Paso & Southwestern for the year 
ended December 31 reports net earnings 
equal to $4.39 a share on the capital 
stock against $12.50 a share in 1919.— 


American Thread for the year ended 
March 31, reports net earnings equal to 
54 cents a share on the common against 
$2.81 in the preceding year.— 


New York Central for the year ended 
December 31 reports net earnings equal 
to $5.94 a share on the capital stock 
against $9.26 in 1919.— 

Anglo-American Oil for the year ended 
December 31 reports net after ifterest 
charges and taxes of $1,265,158 against 
$1,201,697 in 1919.4 

Western Union Telegraph for the six 
months ended June 30 reports net in- 
come of $4,067,500 against $7,067,614 in 
the corresponding period of 1920.— 


Lackawanna Steel for the second quarter 
in 1921 reports net loss after interest 
depreciation of $983,127 against net 
profit of $8,735 in the first quarter and 
$1,881,946 in the second quarter of 
1920.— 

Pacific Gas & Electric for the first five 
months in 1921 reports surplus after 
dividends of $1,184,881 against $945,795 
in the corresponding period of 1920.4 

Vulcan Detinning for the first quarter of 
1921 reports deficit after taxes and 
charges of $69,269 against net income of 
$16,121 in the first quarter of 1920.— 


U. S. Steel common stock held by in- 
vestors as of June 30th, 3,933,464 shares 
or 77.39% of the total outstanding 
against 3,849,415 shares or 75.73%, the 
previous record on March 31, 1921.+ 


United Cigar Stores sales for June $6,296,- 
672 against $6,541,015 in 1920 and $4,821,- 
736 in 1919.— 

U. S. Steel unfilled tonnage June 30, 
5,117,868 tons against 5,482,487 tons on 
May 3lst and 5,845,224 tons on April 
30th and 10,978,817 tons on June 30, 
1920.— 


Commodities 
Oil—Gasoline reduced 2c a gallon in Mid- 
Continent region.— Daily average pro- 
duction of crude for the week ended 
July 2, 1,315,950 barrels against 1,316,- 
480 barrels in the preceding week.— 
Coal—Market firm. Production for week 
ended July 2, Bituminous 7,591,000 tons 
against 7,716,000 tons in the preceding 
week and 10,286,000 tons in the cor- 
responding week of 1920,— Anthracite 
1,868,000 tons.against 1,847,000 tons in 


July 18, 1921 








WEEK’S BUSINESS INDEX 


(For the Week Ended Wednesday, 
July 13) 


UNFAVORABLE POINTS—32 
FAVORABLE POINTS+23 
NEUTRAL POINTS=7 


Analysis 

The week was marked with some 
minor fluctations in business but none 
claimed much attention. Wage and 
price revisions, however, are being 
watched closely as they have an im- 
portant bearing on future develop- 
ments and it is factors of this nature 
which obtain the most consideration. 


Dominant Factors 

A general commercial recovery can- 
not be expected at this time but the 
autumn months are looked forward to 
with confidence. A great impetus is 
not needed to start industry moving 
and signs of improvement in any par- 
ticular line will be accepted as a signal 
for a general resumption. Wholesale 
average prices have declined close to 
fifty per cent. from the peak of last 
year and while some levels are still 
above those obtaining before the war 
many are completely readjusted and 
a continuation of the movement as a 
whole cannot be expected. Buyers 
are not likely to benefit to any extent 
by waiting and a realization of this 
seems to be dawning. 

Refunding’ of the railroad’s debt to 
the Government allows of expendi- 
tures for equipment and other sup- 
plies and the increased traffic arising 
from the movement of crops a little 
later on together with the effect of de- 
creased wages are all favorable fac- 
tors in the railroad situation and the 
securities of these companies should 
soon reflect them. 

The stock and bond markets were 
extremely dull but subject to some 
short covering in the _ speculative 
issues which resulted in higher prices. 
The undertone seemed firm and the 
supply of stocks for sale at a mini- 
mum. 

The money market was a little 
harder but the underlying factors 
have not changed to any extent. The 
credit situation as a whole is better 
than has been the case in the last two 
and one-half years. Foreign exchange 
rates are displaying their usual ten- 
dency towards reaction at this sea- 
son of the year with sterling suffer the 
severest. 

It would seem that irregularity 
must be expected for the next two or 
three months. 








or Unfavorably 


the preceding week and 1,778,000 tons 
in the corresponding week of 1920.+ 

Cotton—Rallies. New York spot for mid- 
dling 12.70 cents against 12.05 cents in 
the preceding week.+ 


Sugar+-Firm. Refined sugar advances 
from 5.30 cents to 5.50 cents.+ 


Coffee—Dull and steady.+ 
Cereals—Strong.+ 
Provisions—Firm.+ 


Steel—Price for eight principal products 
$53.44 against $55.75 in the preceding 
week and $85.03 the high in August 
1920, and 35.80 August- 1913.— Ingot 
production for June, 1,003,406 tons 
against 1,265,850 tons in May and 2,980,- 
690 tons in June 1920.— 

Lead—Steady at 4.55 against 4.50 a week 
ago.+ 

Tin—166 15s against 169 a week ago.— 

Spelter—Irregular at 4.20 against 4.40 a 
week ago.— 

Pig Iron—Dull and easy.— 

Monetary Metals—Silver domestic un- 
changed at 99% cents.—Foreign 605% 
cents against 5914 cents a week ago.+ 
Gold bars 112s 9d against 110s 4d a week 
ago.+ 

Bond Market 

Bond sales for the week amounted to 
$62,256,000 against $65,231,000 in the 
corresponding week of 1920, a decrease 
of $2,975,000.— 

Bond Market—Active and strong. Liberty 
Bonds steady. Foreign firm. Tractions 
up, Rails higher, Industrials strong, 
Municipals steady.+ 

Important Bond Offerings of the Week— 
Salt’s Textile Manufacturing Company 
$1,500,000. State of Michigan $15,600,- 
000. Mechlenburg County $600,000.— 


Stock Market 

Stock Sales for the week amounted to 
3,052,700 shares against 4,046,400 shares 
in the corresponding week of 1920, a 
decrease of 993,700 shares.— 

Stock Market—Dull and steady.+ 

Outside Markets—Irregular.= 

Public Utilities—Firm.+ 

Other Markets—Paris, London and Chi- 
cago, Philadelphia and Boston dull.= 

Average price of 20 rails ranges from 
71.10 to 72.49 against 73.06 to 74.43 in 
the corresponding week in 1920.— 

Average price of 20 industrials ranges 
from 68.35 to 69.72 against 91:20 *to 
94.51 in the corresponding week in 
1920.— 

Stock Dividends. American Tobacco paid 
434% in class B stock.= 

Dividends Decreased—U. S. Rubber defers 
dividend action on common. Fisk Rub- 
ber defers dividend on first preferred. 

(Concluded on page 114) 
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Lure of The Lorelei 


For the moment H. H. Tucker, presi- 
dent of the Uncle Sam Oil Company, has 
given up telling his stockholders all about 
the terrible assaults upon him by the 
“predatory oil interests” and what he is 
going to do to them when his counsel is 
ready for action. Is this silence suggestive 
that after an investigation of his charges 
eminent legal talent have come to the 
conclusion that most of this predatory pre- 
dilection emanates from Tucker’s project. 
His last circus bulletin is exclusively de- 
voted to the immediate necessity for 
raising money, and his principal argument 
is that if a 30,000 barrel gusher comes in 
every stockholder who now subscribes to 
bonds will be rewarded with large profits 
for their long wait. But scratch the skin 
of all these claims and underneath will 
be discovered a condition of straightened 
finances. The end of this hoax on in- 
vestors, which has been in operation now 
for more than ten years, appears to be at 
hand. In one paragraph of his gigantic 
poster Tucker says “the band is playing— 
the Uncle Sam Oil Elephant is marching 
at the head of the procession, with its 
head up and flags flying.” Yes, it is 
marching in the direction of a chasm, 
over which inevitable get-rich-quick 
schemes plunge. The best tune its band 
is playing is of the order of the song sung 
by the Lorelei as she lures her victims on 
to the turbulent tides that mean disaster 
and a watery grave to those coming under 


the spell. 
ts .5 


Perfection Tire Skids 


In a house organ published by a firm 
of outside brokers appears a paragraph 
telling how near the Perfection Tire & 
Rubber Company of Fort Madison, Ia, 
was to a receivership. A creditor for a 
substantial amount threatened such 
legal proceedings unless his claim was 
settled forthwith. However, the bill 
was settled, but for considerable less 
than the original amount. Temporarily 
the company has escaped falling into a 
financial chasm. Its difficulties cannot 
be at an end while this depression in 
the tire industry continues. Financial- 
ly weak of construction, it cannot well 
stand the keen competition there is 
now in the trade, a competition that 
is precipitated by the stern necessity 
to exist, to which the weak must suc- 
cumb under the pressure of the strong. 


Perfection Tire was one of the nu- 
merous promotions of Cole of the In- 
dustrial Finance Company, and when 
his air castles collapsed a serious effort 
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InThe Land of ity Finance 


By Iconoclast 


was made to save this company into 
which enough money was put from 
investors to build a factory for it. High 
prices for tires prolonged its life, but 
could not remove from it the taint of 
high finance with which it was infested. 
The new crowd induced a number of 
curb brokers to make a market for it 
as a means for raising additional capi- 
tal. This effort failed likewise, but not 
until a new crop of security holders 
were landed as high and dry as were 
those who responded to the original 
appeals of Cole to put their money into 
the project under a get-rich-quick guar- 
antee to buy their stock back at a 
hundred percent advance in price after 
the lapse of a certain period of time. 


In the promotion of the company, 
as well as his other enterprises, Cole 
berated Wall Street. He loud-mouth- 
edly proclaimed he would show the 
financial center that there was one in- 
dividual who was prepared to give the 
public ali it was entitled to—and he did 
in the form of a bitter experience by 
swindling it under the pretext of being 
more honest than any other human be- 
ing. This is always the end of any 
financial hypocrite and his innocent fol- 
lowers foot the bill that pays for this 
super-human honesty. 


/ 


* * * 


Zero Hour Will Be Frigid 


A new expression has been coined 
by the voluble backer of the Society 
of American Inventors as a come-on. 
“Zero Hour” he calls it, meaning if 
stock is not bought at once in the oil 
company promoted by this much- 
misnamed concern, which has no more 
relation with inventors than a mon- 
grel has with a highly bred kennel dog, 
the investor will be left out in the 
cold. Pride is taken in the fact that 
the company has already paid five 
monthly dividends of 5%, but it is a 
sort of pride that cometh before the 
fall. It is amusing to read in the 
letter of the president of the company 
his proud boast of the sacredness with 
which he preserves the confidence re- 
posed in him, and how with all the sin- 
cerity and honesty of a man that has 
led a Christian life he can promise a 
100% profit. This is not all that is 
positively promised by this Christ-like 
apostle of honesty, the shares of his 
project will also advance to $50 a share 
by July 15th. This would be double 
the present price of $25 a share. Such 
is always the language of the hypocrite 
and mountebank, and those who hap- 









pened to be influenced by it are bound 
to discover his “Zero Hour” cold and 
heartless in the recollections it will 
implant in their memories. 


* * * 


A Common Misconception 


If investors would only pause long 
enough to think how much wiser it 
would be to look behind certain state- 
ments promoters make, and analyze 
what is the substance on which they 
stand, they would not so readily ac- 
cept them as the literal truth. Fewer 
investors then would make those mis- 
takes they afterwards have occasion to 
regret. One of the common delusions 
is the general conception that certain 
high rates of dividends are permanent. 
Nine times out of ten this is no high 
average, they only last during the stock 
selling period. They fade away when 
the necessity for their use as bait has 
ceased. In a circular of a Chicago 
promoter, whose list of ventures, set 
line by line, would fill a yard of paper, 
investor’s attention is called to the 
dividend of 24% that the Instant Heat 
Company of America is paying, but 
he does not particularize in his circu- 
lar matter on how much capital so 
generous an amount is disbursed. Were 
it on any such amount as the present 
capital, reason would see that new 
capital would not be required to bring 
about the developments proposed, for 
the profits at the rate of 24% would 
be more than sufficient to take care of 
them. Making as much as $240,000 
annually on a _ $1,000,0000 capital is 
quite different than $2,400 on $10,000 
capital. Yet it is the habit of promoters 
to take a small profit, and so handle it 
as to make it appear a standard per- 
formance of their project. Into such a 
pitfall most of the florid dividend pay- 


ers stumble. 
ae ae 


The Untold Sixteenth 


B. X. Dawson can tell you fifteen rea- 
sons why stock of his American Gas Im- 
provement Co. should be bought. Each 
reason in itself when analyzed between 
the lines-is that Dawson wants the money, 
and hence any phrase he can form with 
which he could attract it to his coffers 
fits in with his plans. But there is one 
reason that THe Frnancrat Wortp can 
add to Dawson’s fifteenth, which is de- 
serving of final decision and that is that 
precedence has shown that anything he 
recommends has proven very unprofitable. 
No investor can succeed who follows a 
chronic failure. 
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What of American Sugar Refining Company? 


HEN the smoke clears away, it 
V V will undoubtedly be found that 

many high grade stocks have 
been driven down to unwarrantedly low 
prices. That is always the case when a 
bear market is discovered to have run its 
course. Let us look into the status of 
one of these standard investment stocks 
which has been the object of violent selling 
during the last few weeks, and which has 
been the storm center of all kinds of crit- 
icisms and alarming reports and rumors— 
American Sugar Refining. 


American Sugar Refining common and 
the preferred for that matter, has gone 
through periods of stress in the market 
before, though admittedly none have been 
as disconcerting as the last. Both stocks 
have been driven down recently to the low- 
est prices in over 20 years. 


American Sugar Refining preferred in 
its 30 years’ history has never missed pay- 
ing a dividend at the regular rate of 7% 
per annum; and the common stock also has 
an unbroken dividend record, though the 
rate has varied. However, the common has 
never paid less than 7% per annum. 


In 1913 and 1914 a condition similar to 
the present one confronted the company. 
In fact, 1913 operations resulted in a defi- 
cit, after the payment of the 7% common 
dividend, of $3,198,195. There was much 
talk at that time concerning the outlook 
for the continuation of dividends, and the 
stock sold down as low as 99% in 1913, 
compared with a high of 133% the previous 
year. In 1914 and 1915 the earnings con- 
tinued to fall short of the 7% dividend re- 
quirements on the common stock, but the 
dividends were continued despite that. Two 
years later the company’s policy in so doing 
was amply vindicated, for the profits rose 
to record proportions. 


It is true that during the years 1913, 
1°14 and 1915, when dividends were being 
paid out of surplus, the company was at 
no time hard pressed for cash, and never 
had to borrow from its banks. 


That is very different from the situa- 
tion today when the company is heavily 
indebted to its banks. 


The last balance sheet, that of December 
31, 1920, was the first one in over ten years, 
that reported an item of bills payable (bank 
loans) on the liabilities side. It showed 
loans amounting to the huge total of $27,- 
150,000. 


It would have not become necessary for 
the company to borrow money in 1920 any 
more than it was necessary in other years, 
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had it not made such heavy commitments 
in raw sugar, and had it not operated its 
refineries under forced draft to provide 
for a very large prospective business that 
did not materialize. 


Inventories jumped from $5,033,000 at 
the end of 1919 to $45,405,000 at the end 
of 1920. The difference of approximately 
$40,000,000 probably does not measure in 
full the actual investment represented, for 
the company marked off huge losses against 
these inventories, at the end of the year. 


Leaving aside the question of the lack 
oi foresight on the part of the management, 
in committing itself so heavily on both 
raw and refined sugar, at the high prices 
prevailing during the first half of 1920, 
which is not germane to the subject, let us 
see what solution there is to the financial 
problem as it now stands. 


LIQUIDATING INVENTORIES 


The problem is plainly one of liquidating 
inventories, that is, selling the large stocks 
of goods on hand and getting in the money 
for them. Of course, in considering the 
amount of money that may be realized upon 
the sale of a large part of these inventories, 
it must be borne in mind that they were 
carried at the end of last year, at prices 
considerably above the present market. As 
a matter of fact, the price of refined sugar 
has declined 3%4c a pound, or above 33%% 
since the first of the year, and the price of 
raw sugar has declined in about the same 
proportion. 


For the sake of argument, therefore, let 
lls assume that the inventory values of the 
company’s stocks of raw and refined sugars 
were subject to a 33%4% depreciation, 
which would bring their values down to 
$30,000,000 as of December 31, 1920. It 
seems logical in view of the fact that the 
company up until recently has been buying 
sparingly of raw sugar, that it has been 
centering its efforts upon cutting down its 
surplus supplies. An increased volume of 
business has lately developed so much so 
that it has begun to buy raws again quite 
confidently and in large quantities. 


It might be conservative, therefore, to 
figure that the company has liquidated $15,- 
000,000 of its inventories since the first of 
the year. If it has done that, the present 
situation is certainly not as bad as some of 
the defamers of the stock would have us 
believe. 


Besides its $45,000,000 of inventories on 
December 31 last, the company had nearly 
$45,000,000 in other current assets, includ- 








ing $12,500,000 in cash and loans, and $14,- 
000,000 in Liberty Bonds. 


Including the $27,000,000 bank loans, total 
current liabilities were $35,587,000. There- 
fore, the company had enough, in current 
assets over and above its inventories, to 
meet its entire current liabilities with $10,- 
000,000 to spare. In view of that, it does 
not seem altogether logical to talk now, 
about the American Sugar Refining Co. 
being pressed for money and under the 
necessity of doing new financing. 


DIVIDEND CUT 

Of course, the situation is not all that 
could be desired, and it is beyond question 
that there should be a reasonable doubt 
about the continuation of the 7% common 
stock dividend. It is quite possible, how- 
ever, that the dividend will be cut no 
more than 3%, that is to say that the next 
quarterly payment will be 1% instead of the 


usual 134%. 


If the company suspended dividend pay- 
ments entirely, it would be able to save only 
$3,160,000 per annum, a small saving cer- 
tainly, in comparison with the money it 
owes its banks, and small in comparison 
with the amount that could be realized on 
the liquidation of inventories at conces- 
sions. If the company was actually pressed 
to the extent that has been rumored in cer- 
tain quarters, it would seem better business 
policy for it to force the sale of its in- 
ventories than to hurt the reputation of its 
securities with the investing public, by 
passing the dividend on the common stock. 


—-0-—-——_ 


Cerro de Pasco Holds Well 


In common with the other established 
copper stocks Cerro de Pasco holds well 
around 26 a share. Whatever activity 
develops it is in the direction of accumu- 
lation. While the coppers marketwise are 
dull, they are strong, reflecting what ob- 
servers contend a thoroughly sold out po- 
sition, which technically is an excellent 
one on which to start a sustained rise. 
The copper companies early this year came 
to the conclusion that the best remedy 
and the quickest one to correct their in- 
dustry was to shut down and allow the 
market to naturally absorb the surplus 
stock of metal. This wise policy is be- 
ginning to justify itself, for in June 50,- 
000,000 more pounds were sold than were 
produced. While the business is light, it 
would not take much to stimulate a 
greater activity. Copper as a basic metal 
simply waits upon trade to revive. The 
underlying strength of Cerro de Pasco 
—and the same thing can be said of the 
other well known coppers—is attracting 
the attention of long pull speculators. 
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Industr ials 


Ajax jax Rubber— 


A tip was spread on the Street that Ajax 
was in line for a sharp advance, and quite 
a number of small traders jumped at it be- 
cause the price of the stock was low, con- 
sequently attractive, had the tip made 
good. But as it so often happens the tip 
was of a nature that men copper 
rather than accept. There was no special 
Ajax to go up, so it went down 
weakness developed among the 
The company is a good one and 
manufactures a popular tire, hence should 
revive as quickly as other securities in its 


special class. 


wise 


reason for 
when 
tires. 


But signs of this turn are 
hesitant in displaying themselves at this 
moment. 


American Hide & Leather 
For three 
that the 


shown 





months now 
the 
June in 
$100,000. The change in 
business is. encouraging in 
hard knocks it 
the readjustment. 


it is reported 


earnings of company have 
improvement, 


we 1] 
the leather 


particular 


Tan over 


view of the received from 
So thorough has been 
the revision in prices in hides and leather 
that the business can be said to be in the 
very soundest position to profit from any 
improvement, however moderate in scale, 
it might prove to be. With plus signs 
each month’s earnings, instead of 
deficits, as the rule for several 

Hide & Leather is 
advance whenever the 


reactionary market pressure is lifted. 


before 
was 
months, American 


more inclined to 


American Sugar— 

Now that it has become patent that 
the directors of our industrial corporation 
are bent upon conserving 
irrespective of 


cash resources, 
what effect this attitude 
will have upon dividend payments, hope 
is almost abandoned for the continuation 
of the present dividend on sugar common. 
U. S. Rubber directors took the bull by 
the horns in handling this delicate situa- 
tion, not that they could not have paid 
the dividend if they wanted to stretch the 
company’s resources, but they preferred to 
adopt the wiser course and that is to ask 
the stockholders to wait for their dis- 
bursement, using all the available cash to 
working capital at its proper 
level and for any contingency that might 
arise in so far as they relate to banking 
loans. 


maintain 


American Tobacco 

None of the prevailing pessimism at- 
tached itself to the tobacco stocks. As a 
class of securities they have worked them- 
selves into an independent position. Each 
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has a following of its own who cannot see 
other than a good period of business ahead 


of their companies. Such is the back- 
ing behind American Tobacco, which dis- 
plays considerable strength around 120 a 
share. The present tariff bill aims to in- 
crease the tax on tobacco now already 
extremely high, but the framers of the bill 
think the industry can stand another raise 
since it is benefited from the prohibition 
amendment. So far the tobacco business 
has not been forced by any trade falling 


away to reduce prices, though their own” 


raw material is costing them much less. 

Another factor that added to the 
strength of the stock was the announce- 
ment of an extra dividend of 434% on 
the common and common B stock payable 
in the stock of the Mengel Co. 
sidiary of the company. 


a sub- 


Jaldwin Loco.— 

In a fortnight this stock recovered 13 
points from its 62%4 low to above 75 last 
week. The company this week shipped 
from its Eddystone works six large engines 
to Colombia for the Colombia Govern- 
ment Railways, and has recently booked 


some fair orders from Mexico. The rec- 
covery in Baldwin brought the — stock 
within 5 points of American Loco. last 


week, versus 12 points difference in favor 
ot American the week before. The differ- 
ence has always heretofore been in favor 
of Baldwin. 

California Packing— 

One large New York Stock Exchange 
house which has been very friendly toward 
California Packing, in which it has had 
explicit faith, openly expresses confidence 
that there will be no reduction in its pres- 
ent rate of dividend—$6 a share. This 
authority contends that the earning power 
of the company, even under the readjust- 
ment which all business has suffered, is 
sufficient to continue the dividend and still 


leave something to add to the surplus re- 
sources. 


Cuba Cane— 


Even the preferred stock of this com- 
pany, once very popular among the specu- 
lators, in which also considerable profit 
had been made during the boom in all 
the Cuban sugar stocks, 
weakness. 


shows signs of 
The cause of its softness can 
be found in the general attitude in which 
all Cuban investments are considered. 
There is so much heard about the bad 
financial situation on the island that the 
speculative public seems to measure the 
profits of Cuba Cane as well as other 
Cuban stocks accordingly. This state of 
mind will prevail no doubt until news 
comes from Cuba of a decided improve- 








ment in the 


financial situation and in 
business prospects, because on those two 
things largely depends the welfare of 
Cuban enterprises and securities have 
been widely distributed among American 
investors. Should Cuba Cane Sugar dis- 
pose of its stock of goods it has on hand 
at anywhere near a satisfactory price, it 
will mean much to the company in hur- 
dling the obstacles that the financial com- 
plexity of the Island has put in its way. 


Endicott Johnson— 

In the shoe trade betterment proceeds 
on a healthy basis, largely due to the fact 
that those who have practised rigid econ- 
omy find themselves in need of shoes. 
With prices for footwear again on a more 
reasonable basis, buying orders for shoes 
are coming in from retail dealers. As 
one of the largest shoe manufacturers, 
Endicott Johnson capacity output is being 
gradually approached. The stock has been 
strong and in good demand. 


Famous Players— 

What efforts were made in the previous 
week by insiders to move the stock up 
did not succeed, and the little gain that 
was made did not hold for long. Com- 
petition in the moving picture business is 
growing keener, with an important rival in 
the field in the shape of German pictures, 
which can be produced so much cheaper. 
Another difficulty the cinema people must 
contend with is getting good scenarios. 
Attendance at the movies has dropped 
away to such an extent as to make it 
different than the usual seasonal let-up. 
All these factors bring Famous Players 
stock into the doubtful dividend realm. 


Industrial Alcohol— 


On the Street hope has almost been 
abandoned that the company will maintain 
its present dividend. Such a _ prospect 
has naturally left its imprint on the stock, 
which begins to express weakness by this 
impending event. Last April the com- 
pany’s chairman told stockholders that the 
first quarter’s earnings were satisfactory. 
But that they remained so for the quarter 
just closed is not anticipated, for the 
company is not engaged in a_ business 
which is an exception, and could not es 
cape the present reactionary 
trade. 


trend in 


International Harvester— 

Some observers who have a habit of 
looking beyond Trinity spires when con 
sidering the future of Wall Street securi- 
ties, are not so bearish on International 
Harvester, as were those selling the stock 
short and finding the market weak 
are profiting from their daring in taking 
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the short side. It is quite true that this 
year’s business of the company so far 
has been poor, largely due to the farmers 
buying facilities being tied up for ready 
cash and therefore not buying much new 
agricultural machinery. On the other 
hand, this year’s harvest is expected to be 
large and if there is no disappointment 
in this respect there may set in quite a 
recovery in the company’s business before 
the present year closes, so that the actual 
report will not be so poor as is now so 
generally expected. For a stock like In- 
ternational Harvester it is always best to 
look more to the future than to consider 
the temporary setbacks which come with 
a poor crop year, or when farmers find 
themselves face to face with a market that 
refuses to consume their products at the 
price which they insist upon. 


Kelly-Springfield— 

So far as Kelly-Springfield was con- 
cerned the bear tactics pursued against 
the tire stocks failed more or less, for it 
is noticed that whenever the shares break 
to around 36 good buying comes into the 
market, the kind -which is usually linked 
with absorption—the type that holds a 
stock for another period of good all- 
round general business. By recently de- 
claring the regular rate of dividends the 
stock has been further ballasted against 
any undue selling pressure which may be 
directed against it. 


Mullins Body— 


Now that the company has successfully 
brought its men to see their folly in ex- 
pecting that war-time wages could be con- 
tinued, its prospects are brightening. The 
men have consented to work nine hours a 
day at reduced wages. They have been 
out for more than two months, but this 
tie-up came at an opportune time, for it 
enabled the company to move its stock on 
hand, and it now finds itself in the posi- 
tion of having to replenish it. The read- 
justment in its own business is complete. 
All that remains for a prosperous future is 
a betterment in business, when it should 
show substantial earnings on the common 
stock. 


Pullman— 


It is not known as yet whether the di- 
rectors of the company will authorize the 
8 per cent. dividend, which has been paid 
uninterruptedly for a good many years. 
Passenger travel throughout the country 
has not been anywhere near its maximum 
proportions, hence the profits of the com- 
pany from its sleeping cars must have de- 
creased this year. However, the company 
is in a strong financial condition, and this 
situation may prompt the directors not to 
cut the rate, as was the case with North- 
ern Pacific, hoping before the end of the 
year business will have so far recovered 
as to warrant the present rate. 


Sears-Roebuck— 


The drooping tendency that Sears-Roe- 
buck has displayed ever since the be- 
vinning of the year has as yet not worn 
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itself out. The stock still lacks signs of 
strength. There was no reason to assign 
to the recent selling of the shares. The 
monthly statements still: show that the 
business of the company, by comparison 
with the same period in the previous year, 
continues to fall off in June, reporting a 
decrease of $4,673,000, which in itself is 
quite an item. But in figuring these de- 
creases the investor must not overlook 
the fact that part of the decline may not 
come from any less volume of business, 
but may be represented to quite an extent 
by the difference in the price heretofore 
received for the same article and what is 
now obtained as a result of the readjust- 
ment in prices. The company has done 
considerable price cutting on its own ac- 
cord in order to stimulate business. This 
it could do without much hardship, for in 
turn much of the merchandise of the 
company is costing it much less than it 
did a year ago. 


U. S. Rubber— 


Though U. S. Rubber dropped to a new 
low level for the year, it cannot be said 
to be unusually weak. The short inter- 
est rather expected a more unfavorable 
reception for the directors’ action on the 
dividend. There was considerable discus- 
sion over what would happen to the divi- 
dend, much of which leaned to a reduc- 
tion of one-half of the 8 per cent. rate. 
However, the upset industrial conditions 
forced the complete omission of any pay- 
ment for this quarter, a decision that was 
wise and indicates that the officials pos- 
sess courage when necessity urges the 
adoption of a conservative course. How 
long U. S. Rubber will remain without 
dividends on its common stock will largely 
depend upon how soon a revival develops 
in business. 





Oils 


Atlantic Gulf— 


There is not so much Atlantic Gulf now 
floating around the Street as there was 
some months ago, and the shorts seem to 
realize the existing scarcity of stock for 
they are not pounding at it with the same 
vigor they did in May and part of June. 
One encouraging factor in the company’s 
present situation is the announcement 
that it was able to reduce its bank loans. 
Evidently the bankers have come to the 
conclusion that it would be much wiser to 
lend further financial aid and support so 
that the company can be helped over its 
crises. It has a good business aside from 
its oil properties,—a business that had all 
of its efforts been centered upon, would in 
itself have been sufficiently profitable to 
have paid substantial dividends. 





Mexican Pete— 


Since Mexican Pete broke through par 
it has met with some supporting orders. 
Evidence of that nature is indicated by 
the rapidity with which it comes back after 
a short attack. The stock acts somewhat 


like it did when it was around 160, when 
some concerted attempt was made to hold 
the price around that level, but the ac- 
cumulation of bad news about the stock 
was too strong a current to buck against 
and forced the liquidation. The company 
declares news of the siimation in Mexico 
and of the company’s property is not so 
bad as it is pictured. As one discouraged 
shareholder aptly remarked, “Well, if 
everything is so fine why don’t the in- 
siders buy up the floating supply when it 
can be had so dirt cheap?” It is difficult 
for a security to make any headway when 
it is looked upon with suspicion right in 
the homes of its own friends. 


Of late the stock displays more firm- 
ness, indicating that liquidation for the 
time being has run its course and that the 
shorts have not been helped from this 
source to aid them in their operations. 


Pierce Oil— 


The Mexican muddle has resulted in call- 
ing off the proposed loan of $6,000,000 by 
the Pierce Oil Corp. Just before payment 
of the July 1 preferred dividend, it was 
announced that negotiations for such a 
loan were under way. The stock around 
63% last week broke a new low record. 
The 7% preferred fell below 50. 





Rails 





Missouri, Kansas & Texas— 


Within a few weeks it is expected that 
the reorganization plan over which the 
bankers have labored for an extended pe- 
riod will be announced. Until its terms 
are known definitely, and not left to con- 
jecture, little activity can be looked for 
in the stocks of the company, which are 
now already so low as to suggest strongly 
a considerable assessment. But it is bet- 
ter in the reorganization of any corpora- 
tion that at the start a permanent foun- 
dation is laid that will endure, rather 
than show any sympathy through modera- 
tion only some years later again face the 
necessity of another reorganization. This 
was done in the case of the Atchison, 
Union Pacific, Missouri Pacific, each of 
which properties, as a result of thorough 
elimination of former weak factors, be- 
came well going, substantial railroads. 


Pennsylvania— 


Liberal offerings of this stock were 
chronicled from Philadelphia last week, 
when the price broke to around 34, versus 
32% low record. Rumors were rife in 
connection with the dividend which was 
cut the last quarter from $4 to $2 per an- 
num. Directors who were interviewed 
were unanimous, however, that the dividend 
had not yet come up for consideration. 
Pennsa will derive much benefit from the 
proposed $500,000,000 loan to the railroads 
for equipment purposes. There is a tend- 
ency to wait till the loan graduates ‘from 
the proposal stage to actuality. Counting 
chickens before they are hatched has its 
drawbacks. 
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HERE is a _ prevailing opinion 

among the students of the foreign 

situation as it concerns Americans, 

and particularly investors in foreign se- 

curities, that more mistakes are made in 

judgment as to the needs of the situation 
than there are proper decisions. 


It is always interesting to receive the 
opinions of men who have made deep 
studies as a result of personal observation. 
In this connection the writer is in re- 
ceipt of a statement from Mr. Henry E. 
Cooper, vice-president of the Equitable 
Trust Company of New York, who has 
just returned from France. This state- 
ment seems to be of sufficient importance 
to quote verbatim for the benefit of our 
readers. It will be particularly interesting 
to bankers and to present holders of for- 


eign securities. It reads as follows: 


“In my opinion, American bankers and 
business men, when endeavoring to pass 
France, are 
First, in 


conditions in 
mistakes. 


judgment on 
prone to make 
confining themselves almost solely to an 


two 


analysis based upon reading and figures 
instead of personal visits; and, second, in 
the question of national 
finance with that of private credits. 


confounding 


“As to the former, I have devoted a 
portion of my six weeks’ stay in France 
to a number of visits to the various in- 
dustrial visiting a 
large number of manufactories and plants 
in each of the leading lines of industrial 


In this way I have seen consid- 


sections, personally 


activity. 
erable of the cotton and woolen textile 
industry as well as the coal, steel, potash, 
Thus, 
instead of having a vague idea procured 


leather, silk and wine industries. 


by reading reports. or public statistics, I 
have been enabled to get a mental picture 
of these great industries in France, and 
to say that I have been deeply impressed 
with what. 1 have seen is expressing it 
France, with her regained con- 
territory and added _ colonies 
abroad, becomes in natural resources and 
productive capacity a 
power in the world which I think com- 
paratively few Americans fully realize, 
and perhaps not even all Frenchmen, ow- 
ing to their closeness to their own diffi- 
culties and recent troubles. The substan- 
tial construction of their factories and 
plants, together with the modernness of 
the machinery and methods; the high 
character and ability of the owners and 
operating managers of these industries; 
the intelligence and industry of their la- 
borers, and their position with respect to 
the location of their raw materials; all 
these make for a standing in their own 


mildly. 
tinental 


manufacturing 
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country and an ability to compete with 
other countries which are, to the last de- 
gree, reassuring. 


“As regards the second point, it natu- 
rally cannot be gainsaid that the French 
national financial position presents a sore 
and perplexing problem. It is quite pos- 
sible that in course of time (and it may 
take several years) it will be necessary 
to levy a progressive or serial capital tax 
and reduce the currency. It is unneces- 
sary to go into that question here. Heroic 














The 
Many Anticipate ~ Some 


Berlin Stock Exchange, Where 


Spectacular 
Happenings. 


as such measures, if in time applied, may 
be, it has been done before many times in 
the world’s financial history and without 
any necessarily disastrous results. I have 
such confidence in the ability of the 
French financiers, as so wonderfully dis- 
played during the war, that I am certain 
the solution will be found with the least 
possible disturbances. 


“The point which I wish to make, how- 
ever, and which must be borne in mind, is 
that the public and private credit ques- 
tions must not be confounded. A fair 
reading of economic history will, I think, 
show that in a number of instances in the 
past the national credit of the nation has 
been strained while their private credits 
have continued sound and stable. After 
all, the essentials of banking are to finance 
the life of the nation’s inhabitants. 
France has some 42 million inhabitants 
who must continue to eat, be clothed and 
sheltered. While there is a close interre- 
lationship between the national and what 
may be called the private finances, and 
while the former may affect the latter for 
temporary periods, nevertheless, in the 
long run, the so-called private credits will 
continue sound, providing the fundamen- 
tals are present, subject only to the cycles 
of prosperity and depression which visit 
all countries. And the fundamentals in 
France are, in my opinion, perfectly sound, 
with a consequence that her private credits 





are, generally speaking, safe beyond ques- 
tion. Moreover, with the fundamentals of 
private enterprise sound, the national 
finances, looked at in a large way, also be- 
come sound. 


“As a result, therefore, of my own ob- 
servation while here I cannot share the 
doubts or pessimism which apparently ob- 
tain in some quarters in America and 
France as to her future; on the contrary, 
1 entertain only the most positive and sin- 
cere confidence in it. 


* * * 


SEEKS AMERICAN LOAN 

Officers and directors in Buenos Aires of 
the American Chamber of Commerce have 
decided to cable the Department of Com- 
merce at Washington, asking if the War 
Finance Corporation or the Federal Re- 
serve Board has the power to make a loan 
to the Chamber or a similar body. The 
loan, if it could be obtained, would be 
devoted to the relief of American busi- 
ness in Argentina, where American goods 
valued at millions of dollars are lying un- 
accepted and unpaid for. 


This action was taken on the initiative 
of Carlos Alfredo Tornquist, an officer 
in an important Argentine banking house. 
He proposed to the Chamber that a loan up 
to $50,000,000, to run from one to three 
years, be requested, so as to aid importers 
of American goods in accepting and paying 
for merchandise at present in warehouses 
here, or in purchasing needed American 
products. He declared that this step 
would aid in returning the peso to its 
normal buying value, and thus would 
benefit trade relations between the United 
States and Argentina. 


The Chamber did not pass on the ques- 
tion of requesting a loan, but appointed a 
committee to study the matter, and de- 
cided to cable for information as to the 
possibility of such a step. In the course 
of the discussion of the matter, it was 
pointed out that a considerable part of the 
American goods that were not accepted by 
Argentine merchants on their arrival had 
been disposed of. 

* * x 


GERMAN REPARATIONS 

Volatile ups and downs of the mark 
quotation, and the decline in all the ex- 
changes recently in relation to the dollar, 
are ascribed in informed quarters to the 
next reparations bill payable by Germany 
—in dollars. The next payment is $180,- 
000,000 falling due the latter part of 
August, in Reparations Commission notes 
guaranteed by the leading German banks. 
Germany has delivered marks, sterling, 
and all manner of moneys to. meet her 

(Concluded on page 111) 
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HERE are more people in the 
Street thinking about vacations 
than there are folks thinking about 
the things that but add to the discomfort 
of midsummer heat-engendered madness. 
In making the rounds, one learns that this 
or that “Captain” is on furlough in some 
more congenial spot or clime. Henry P. 
Davison still is among the missing down 
at the corner of Broad and Wall; Dwight 
Morrow, also of Morgan & Company, is 
said to be enjoying change of environ- 
ment on a western ranch; a number of 
big traders are in the White Mountains 
or other retreats, possibly waiting for the 
coming of the bull market that has been 
so long looked for that a great many 
have given up hopes. 


* * * 


But a few remain who have serious 
thoughts to offer the inquiring Saunterer. 
And here is what one authority in the 
Street, whose name cannot be mentioned, 
has to say by way of suggestion: “Pes- 
is found in the large 
centers of population. It is there that the 
heaviest losses are sustained, as well as 
some of the heaviest profits. So the out- 
sider finds the financial centers veritable 
hotbeds of indigo smoke. I would caution 
the outsider against paying too close at- 
tention to what is reported as to Wall 
Street’s thoughts by the itinerant observer. 
I would suggest close attention to the 
facts. Let them be the guide.” 

* *x * 


simism generally 


“The market may get down a little 
lower, and it may not. Prices may back 
and fill for a time and then take on a 
decided acceleration. I would prepare for 
the latter eventuality. Why? Reasons— 
The cost of living and the cost of doing 
business are being reduced steadily by re- 
ductions in wages and lowering of interest 
rates; reduction of, loans, cutting down in 
paper circulation and increased deposits 
have greatly strengthened our banking 
position; production of coal has been re- 
sumed in England and a social upheaval 
has been avoided; reports from Washing- 
ton indicate that business in general has 
turned the corner and passed danger. 
Those are reasons why I feel that we are 
approaching a good market and getting 
close to the end of exceptional bargau.s. 
Commodity prices are fully fifty per cent. 


below the top figures for last year, and the | 


government at Washington is_ getting 
busy with a real plan for doing its busi- 
ness economically. Securities are in good 
hands and the people have about come to 


” 


their senses. 
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Me Whet Wall Street “lg 
; are sks end Talks About 


by the Saunterer 


In other quarters of the Street empha- 
sis is being laid upon the fact that the 
second installment of the German in- 
demnity was paid without causing any 
undue disturbance in the foreign ex- 
change market. It also is pointed out 
that the strike peril is largely removed, 
that Great Britain has offered to anticipate 
payment of its 54% loan that falls due 
in November next, and there seems good 
chances that taxes will be lowered soon. 


oe & © 


It has been reported in the Street that 
New York bankers were somewhat in- 
censed at a statement attributed to George 
M. Reynolds, chairman of the Continental 
& Commercial National Bank of Chicago. 
Mr. Reynolds expressed regret that dis- 
patches from Washington had intimated 
that he had been engaging in acrimonious 
debate with Secretary Hoover and with 
the purpose of antagonizing New York 
bankers, when such was far from the 
truth. “The statement that I am at logger- 
heads with Wall Street is pure rubbish. 
My main thought is that we-should not 
become unduly exercised about the drop 
in our foreign trade. I want foreign trade 
as much as anybody else, but I do not 
feel we can help the situation by spending 
millions of dollars getting it. In point- 
ing out that our export business is only 
about 7 per cent. of our total volume of 
business I am seeking to show that our 
prosperity is not dependent upon Europe’s 
condition. Should our prosperity be con- 
tingent upon Europe’s recovery we would 
have hard times here the next ten years 
or more. 

aK * K 

“T believe this country must look largely 
to itself for a return to prosperity; if we 
rely on rehabilitating Europe to solve our 
own troubles we may have to wait longer 
for prosperity than any of us desires. Of 
course, we want as large and profitable a 
foreign trade as we can obtain and we 
want to do what we can for the rest of 
the world, but in neither case do we want 
to gain or do these things at the expense 
of our country’s welfare. I believe the 
people of the West think much as I do 
along these lines. Therefore, in the near 
future, it is my purpose rather to elaborate 
on what I said in Washington and present 
the subject more fully to our people. We 
must all understand and discuss these 
things if we are to get the best thought 
and lay out the best plan for the future 
welfare of the whole country.” 


* * * 


On July 22, the governors of the In- 
vestment Bankers Association are sched- 
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uled to meet for a discussion of some 
very vital topics. Here is one which oc- 
curs to The Saunterer which is offered as 
a live subject indeed. We will put it 
in the form of a query. Does the postal 
clerk decline to be bothered with the 
purchaser of a two-cent postage stamp be- 
cause the transaction is a small one? Then 
why should so many of the large banks 
and investment houses pay so little at- 
tention to the small saver or investor and 
why should so many decline to be bothered 
with the man or woman who opens a $100 
account or becomes the purchaser of a 
“Baby Bond?” 
x * * 

In the near future I propose submitting 
to the editor of THe FINANcIAL WorLpD 
an article on the interesting subject of 
humanizing the investment business. I 
hope that the discussion wiil be one that 
will interest investment bankers and in- 
vestors. It is the writer’s belief that 
there is no more neglected field of en- 
deavor than the rank and file of savers 
throughout the country who learned about 
saving and buying on time and in small 
quantities from the Liberty Loan cam- 
paigns and experiences. I know that in- 
vestment bankers, and other kinds of 
bankers, are just as human at heart as 
the next fellow. The trouble is they have 
been “brought up” to rely too much upon 
methods and rules that are very well in- 
tended perhaps but do not build business 
and certainly are not the best sort of rules 
and methods for potential and germinative 
investors. 

* * * 

The ever vacal ex-Comptroller of the 
Currency, John Skelton Williams, has 
again launched his verbal guns at the 
bankers, Mr. Williams does not like the 
record of the federal reserve officials or 
of New York financiers during the war 
and while the process of deflation was be- 
ing carried out. He asserts that, while 
the reserve system is all right, those who 
have administered it have not measured 
up to their job. I am told that bankers 
here do not feel disposed to answer Mr. 
Williams. He has said the same sort of 
things before, and he has been answered 
frequently. But it is believed that a very 
emphatic answer will be forthcoming very 
shortly from one or two important finan- 
ciers. While some of us may not agree 
with Mr. Williams as to the complete 
beauty of the federal reserve system, most 
will be in accord, who have studied the 
working of the system, with the opinion 
that, without the system, the country would 
have been tossed on about the stormiest 
financial panic sea ever known. 
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Financial catastrophe holds Cuba in 


The its grip. Only two years ago the 
Cuban island counted its millionaires by the 
Crisis hundreds, each having reached this 


stage of affluence upon the wings 
of one of the biggest speculative movements that ever 
occurred in sugar. 

The history of the Cuban sugar speculation was 
similar in several of its aspects to that of the Secretan 
copper speculation which, through the artificial hoard- 
ing of the metal, succeeded in putting it to 20 cents a 
pound, but when it became necessary to market the 
accumulated stocks the crash came, just as it did in 
Cuba when so many of the newly created sugar mil- 
lionaires became overanxious to turn their paper 
profits into cash. Raw sugar now only brings three 
cents a pound on the island. 

Several attempts have been made to secure a loan 
to carry the stocks of sugar on hand, thereby creating 
an artificial scarcity, it being hoped by this expedient 
to recover a greater part of the loss as represented now 
by the prevailing low price. But such efforts so far 
have not met with any encouragement from the banks 
whereas our Government is reluctant to make a loan, 
the purpose of which is to force American consumers 
of sugar to help Cuban speculators out of the hole they 
dug for themselves by their own greed. 

Even were the facts different this sort of help is not 
of a sound character. Complete liquidation, painful as 
the process must be, is always the correct palliative for 
inflation. Until the piled-up sugar stocks are naturally 
absorbed by the market it is needless to expect Cuba to 
get back on a solid financial basis. She cannot expect 
to employ a fiddler and not be prepared to pay for his 


music. She is now paying for it. 


For many years there has not been a 


Sensible single mounted cannon anywhere 
Getting near the boundary line that sepa- 
Together rates us from Canada, and but one 
revenue cutter patrolling the Great 

Lakes. There has been no need for an enormous ex- 


penditure upon armament to maintain peace between 
the good people to the North of us and ourselves. 

No stronger argument than this peace without the 
aid of imposing defenses has ever been cited in advocat- 
ing the program of general disarmament all over the 
world, and substitute in its place an economical interna- 
tional police force for the maintenance of order. The 
annual expenditures for large and small arms, and for 
all types of warships, represents the biggest bill any 
of the great powers must meet each year. It never 
seems to grow smaller. 

Only recently our own Government engaged in con- 
structing four new giant battleships, the total cost of 
which will exceed $50,000,000. As long as other govern- 


ments seek to maintain supremacy of the high seas it 
would be the height of folly for us to be laggard. So we 
keep pace in this international race of having the best 
and most powerful war fleets, more or less useless in 
periods of peace and in cycles of a few years the mod- 
ern battleship becomes a second rater. A bigger and 
more powerful one must take its place. This is, and 
always will be the endless program of armament unless 
by common consent a policy is adopted which would 
make such waste unnecessary. 

Our own President senses an opportunity for one of 
the greatest achievements in the annals of the human 
race, when he so frankly solicited the other great 
powers to enter into a conference for the purpose of 
reaching some practical conclusions in this question of 
disarmament, in which the world is intensely interested. 
The readiness with which Great Britain, France, and 
China accepted his invitation is substantial evidence of 
how much these nations feel, if there is a solution, dis- 


. armament would lift the heavy millstone of excessive 


taxation from the backs of their people. 


Real patriotism is as much required 


The during times of peace as is expected 
Bonus to be shown when the life of the 
Bill nation is threatened since it is al- 


ways its preservation that prompts 
this spirit of loyalty and sacrifice. This unselfish spirit 
has responded with unusual spontaneity to the national 
danger which would attend any effort at this time to 
pay the large American citizen army a bonus as a 
reward for the patriotism with which it entered the 
war. Even the President, and no man would be more 
ashamed of the Republic than he if it failed in its duty, 
quoting his own words, to those who fought to save it, 
but he can see that a small bonus to ex-service men 
would be a poor palliative to the millions who are faced 
with unemployment. 

The small cash consideration ex-service men would 
receive under the bonus bill would bring them no benefit 
when the financial and economic conditions make our 
national prosperity hang on a thread. Excessive taxa- 
tion, an enormous war debt, and the inability of our 
allies to repay the billions we advanced to them has 
already put upon us such a strain that it would take but 
little more pressure to topple the country into a crisis 
that would bring about industrial paralysis. Even a 
greater part of our ex-service men would not want to 
invite such a danger from which they could no more 
escape than the citizens, corporations, and business who 
are depended upon to dig up the billions which the 
bonus bill calls for. 

Secretary of the Treasury Mellon estimates that to 
meet the bonus alone would require the raising of 
$5,000,000,000. To this huge sum there safely could 
be added another billion or two to handle the distribu- 














































tion. How, and from where could this money come 
when the Government is already hard put to raise by 
taxation its revenues to meet its expenditures. In con- 
sidering this apparent danger it is not surprising for the 
President to warn the country and Congress to exercise 
prudence if we are to avoid positive disaster in the 
years to come. 

Our first duty at this time is to inaugurate legislation 
which will render ex-service men a greater service, 
that of restoring a state of prosperity sufficient to give 
profitable employment to them all, and a pension system 
that will provide protection for those of them who are 
handicapped, through injury, in following their natural 
alling and usefulness as good citizens. 


It is proposed by the American 


Work Bankers Association to carry on 
to Be an educational campaign to make 
Done the public more fully appreciate the 


real relations and function of 
their banks. The Association believes if this work 
was intelligently carried on there would be less hos- 
tility to the banks, whose work is not thoroughly un- 
derstood by the people. Wisely also the Association 
intends to conduct its educational propaganda through 
a series of lectures on banking at the schools where 
the mind is in a receptive mood. 

It is a splendid idea. Further, it suggests to another 
body of bankers, the Investment Bankers, how they 
could emulate this example to the lasting benefit of 
their own profession. If they could bring to the mind 
of the young the understanding of what constitutes 
real and substantial investments, future generations 
would not so readily become victims of get-rich-quick 
machinations. 

There is much room for such useful education. Only 
a few weeks ago the Government gave out some sta- 
tistics showing there are a great number of investors 
who have not turned in their Liberty Bonds or called 
for their interest. 

Here is evidence of a neglected financial education. 
It suggests how much work can be done by Investment 
Bankers, and at such little cost. But will this body 
display similar enterprise as shown by the members 
of the commercial banking profession? 


In a previous editorial the hope was 


No expressed that when the proposed 
Levy tariff on oil in the Fordney Tariff 
On Oil bill reached the President it would 


be vetoed. This hope was not in 
vain as the realization came sooner than expected. The 
President has asked Mr. Fordney in a letter to elimi- 
nate this levy from his bill. He can only see in this 
proposed tax a temporary profit to a few producers 
who feel the pinch of Mexican competition. 

The President acts with wisdom and discretion when 
he insists that no barriers be thrown in the way of en- 
couraging an abundance of resources. The attainment 
of this object benefits the great majority. It is too well 
known that our own available oil production is very 





limited, some authorities contending it cannot last for 
more than ten years more unless new fields are dis- 
covered. In such a situation instead of protecting the 
American consumer, and our own oil industry, the 
first named is exploited for the benefit of the few, and 
the latter hindered in its legitimate development. 

At least the tariff on oil by the President’s firm stand 
is doomed to defeat. The tax on wool and on Jumber 
is as unfair and as uneconomical as was the one on oil. 
In each instance there is no abundance in the country 
of the commodity, so that the consumer would not be 
benefited. While it is true we need revenues, and one 
effective way to collect them is through a tariff, but the 
method is not successful when it. in turn tends to dry 
up the principal source from which they can be drawn. 

Moreover just at this time the country is sorely in 
need of every business stimulant if it is to get back on 
its feet with speed. If Congress would seriously con- 
sider how vital all this is to us it would not while away 
so much of its time on an unworkable tariff measure, 
but proceed with expedition to the more important task 
of deciding on the revenue bill, and how to bring about 
relief for the taxpayers burdened by the present rates. 


; There is a lesson in the failure of 

The the British coal miners’ strike 

Balance which it will profit every intelligent 

of Power labor leader to seriously study, for 

more such blunders would imperil 

their leadership, and that would prove somewhat of 

a disaster to labor, which, in this highly complex age 

of industry, is very much in need of it. What this 

lesson contains is the controlling force possessed by 

the invisible balance of power, and how much they are 

dependent upon it to keep labor in the forward position 
it has gained through intelligent organization. 

What the British coal miners insisted upon was the 
nationalization of their industry, a pooling of profits, 
and a few more unfair and inequitable advantages. 
From the first day the strike was called public senti- 
ment ran strongly against the miners. Public senti- 
ment represents the balance of power. But the miners, 
spurred on by labor leaders, who had been pampered 
during the war, were so cocksure they could impose 
their will upon Great Britain by their power to close 
the mines, that they blithely rode onto their fall. 

Not a single thing for which the men struck was se- 


cured. Their rout was complete. Their force is dis- ° 


organized, and all the prestige obtained by years of 
organized effort has been severely shattered. 

Here too, due to sporadic effort made by foolish 
labor leaders to continue inflated wage scales, they 
have met with signal defeats for in every instance they 
have had opposed to them public sentiment, the balance 
of power upon which they failed to reckon. The public 
is usually sympathetic towards labor, a natural feeling, 
but only when it is neither arrogant nor impudent. 

But what the public insists upon is the square deal. 
So when labor departs from this standard it loses its 
greatest friend and ally. This is what happened in 
Great Britain and will happen every time public welfare 
is threatened. 
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ID-YEAR investment demand, es- 
M pecially in municipal bonds, was 
not of unusual proportions, and 
the first two weeks of July saw a fairly 
quiet market. Such new offerings as did 
make their appearance were well received, 
and no difficulty was met with in placing 
them with investors. The unusual heat 
at this season of the year has driven 
many potential buyers from the financial 
markets, which has affected in a consider- 
able degree the volume of sales. 


There is one very favorable factor in 
connection with the municipal bond mar- 
ket to be noticed at this time, and that is 
the absence of odds and ends of numerous 
issues floated in the past which remained 
for so long unsold and ready to be dumped 
at any indication of firmer prices. This 
undigested state is now a thing of the past 
and an element which does not enter into 
current calculations. So long as such a 
condition obtained bond dealers were loth 
to bid for new issues, knowing that ad- 
vantage would be taken of any market 
which they created for weak holders for 
liquidating other bonds thus weakening 
the chances of a successful flotation. The 
immediate future is likely ‘to see more 
willingness on the part of bidders than 
has been manifest for several months past 
in view of .the clarified situation. 


A resume is offered by The Bond Buyer 
of the first half of 1921 as affecting muni- 
cipal financing. It states that the total 
borrowing for the six months amounted 
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tions contains over 160 
diversified bond issues, 
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to $499,027,375, or at the approximate rate 
of one billion dollars for the full year. 
This is the highest figure ever recorded 
for a similar period of time, and the cur- 
rent year bids fair to be a record-breaker 
in this particular field of financing. The 
preceding high record for the first half 
of any year was made in 1920, when $348,- 
981,991 of municipal bonds were disposed 
of. These amounts compare with war- 
time financing of $133,650,826 in 1918 and 
pre-war financing of $318,344,620 in 1914 
and $221,787,645 in 1913. 








WEEKLY INVESTMENT 
SUGGESTIONS 


Long Term 


Issue Yield 
State of No. Carolina 4s 1950*.... 5.00% 
State of California 4s 1950*...... 5.40 
City of Boston 4s 1936*........... 5.50 
Town of West Spgfld 4s 1930..... 5.60 
City of So. Amboy 5s 1959....... 5.40. 


Short Term 
State of Massachusetts 314s 1926*. 4.60 


City of. Chicago 4s 1924*.......... 6.00 
City of Tacoma 5s 1922*.......... 6.00 
City of Hoboken 6s 1926.......... 5.75 
City of Sacramento 4%s 1923...... 6.00 





*Legal investment in New York. 








Sales for the month of June also es- 
tablished a record for that month, amount- 
ing to $116,965,650. The previous high 
was in 1915, when municipal bonds to the 
amount of $104,687,010 were sold. In 
June of last year the volume of business 
was only $45,031,274, and in June, 1914, 
$40,250,140, and June, 1913, $26,112,518. In 
June, 1918, shortly after the United 
States entered the war the volume of sales 
fell off to $20,523,506. A substantial por- 
tion of the current volume of state financ- 
ing has its source in soldier’s bonus is- 
sues, and in view of the fact that only a 
minority of those States contemplating 
such bonuses have taken definite steps the 
coming months of the year will no doubt 
see the record for June duplicated if not 
excelled. There were several other proj- 
ects of considerable size undertaken with- 
in the last few months which called for 
extensive financing, and several of these, 
such as the New York-Jersey City Tunnel, 
have only made a_ beginning 
standpoint of financing. 


from the 


Some of the important offerings of re- 

cent date were: 
DOMINICAN REPUBLIC 8s 

The Dominican Republic has sold $2,- 
500,000 of four-year Customs Adminis- 
tration 8 per cent. Sinking Fund Gold 
Bonds, due June 1, 1925, at 100 and ac- 
crued interest. This issue of bonds has 


been approved by the United States Gov- 
ernment under the terms of the American- 
Dominican Convention of 1907. Until all 
of these bonds have been redeemed the 
Dominican Republican agrees not to in- 
crease its public debt, nor tb modify its 
customs duties without the previous con- 
sent of the United States Government, and 
its customs revenues shall continue to be 
collected by a general receiver of customs 
appointed by and responsible to the Presi- 
dent of the United States. The total 
debt, as of May 31, 1921, including the 
present loan, is $13,154,343. During the 
period November 30, 1916, to May 31, 
1921, the Republic reduced its debt by over 
$10,150,000 or approximately one-half. 
During this same period about $6,000,000 
was expended for public works of various 
kinds. The proceeds of this loan are to 
be used mainly for the completion of es- 
sential public works, consisting of roads, 
port improvements, schools, etc., and in 
part for the retirement of certificates of 
indebtedness. A sinking fund is provided 
sufficient to redeem at least one-quarter of 
the total annually by means of semi-annual 
drawings at 105. All bonds not retired by 


sinking fund are to be paid at maturity 


at 105 and accrued interest. The first 
drawing takes place December 31, 1921, 
and the yield on the bonds redeemed at 
that time will amount to 18.91 per cent. 
The yield, if bonds are held to maturity, 
is 9.07 per cent. 


CITY OF BRISTOL 5s 


The City of Bristol, Conn., has sold 
$300,000 Federal School District 5 per 
cent. gold bonds, due serially from July 
1, 1926, to July 1, 1955, at prices to yield 
from 5.75 per cent. to 5.10 per cent. This 
issue is tax exempt in Connecticut, and 
legal investment for savings banks and 
trust funds in the same State. 


BOISE CITY 6s 


The Boise City, Idaho, School District 
has sold $275,000 6 per cent. gold bonds. 
due July 1, 1940, but optional after July 1, 
1930, at 100 and interest to yield 6 per 
cent. Assessed valuation of the School 
District, which is co-extensive from the 
city, is $20,562,291, bonded debt, including 
this issue, $895,000. Boise City is the capi- 


- tal of the State and seat of Ada County. 


WINDSOR SCHOOL 6s 


Windsor, Connecticut, has sold $115,000 
of 6 per cent. school bonds, due serially 
from 1922 to 1926, at prices to yield fron 
6 per cent. to 5.75 per cent. These bonds 
are tax exempt in Connecticut and legal 
investment for savings banks and trust 
funds in Connecticut, New York, Massa 
chusetts and elsewhere. 
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The Doctor Tries to Diagnose Market 


|S ygegetenen writers can be considered 


doctors, in a sense, as it is their function 


to discover from the action of the security market what is influencing move- 
ments and in what direction the currents are trending. 


There are times when such influences are so plainly marked that it is impossible 


to misinterpret them. 


Such was the situation for several months late in 1920, to 
which alert and discerning financial writers pointed. 


But in those early days their 


notes of warning might have been raised in a jungle for all the attention they attracted, 
so immersed was the public in its illusions about the hot-house prosperity the war begot. 


There are other times when the movements are more confusing because their 


surface nature is meangingless. This appears to be the situation today. 


is largely professional. 
tive mood of the day, if not of the hour. 


Stocks move up and down, like a bat- 
talion of soldiers waiting for a definite 
order, in the meantime keeping in form 
by daily drilling. The shorts, though they 
have met with great success for many 
months, are less assured than they were 
before. Their present state of wuncer- 
tainty has a wholesome meaning. When 
men go out to do certain things and find 
repeatedly that their plans go awry it sets 
them to thinking. This is what the bears 
are doing today. They do not succeed 
in their assault upon values as they did 
before. 


Their failure can be explained by the 
market diagnotistician. Short trading can 
be successful only when the bears can un- 
lock real stocks which they must buy in 
order to complete their own transactions 
and then walk up to the stock broker’s 
window and ask for their profit check. 
Unless they can accomplish this purpose 
they must buy back their own_ stocks. 
When they are in this position they are 
reminded of the axiom, that whoever 
sells what is not his’n, while he may not 
go to prison, he pays dearly for it. 


While the market is in a dull stage, it 
is a dullness fraught with significance. 
and it is not of a character to lend com- 
fort to the bear or to the chronic pes- 
simist. It looks more like the stillness 
that descends upon the earth after a 
storm has wasted all its energies; that 
short period when nature can get her 
bearings and set to work to repair the 
damage done, There may be still a few 
scattered puffs of wind to contend with, 
but they will wield no great force. There 
is every earmark that sustained liquidation 
has come to an end. This is one of the 
market’s healthiest symptoms. Another 


good sign is the stability displayed by se-. 
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The market 


Besides it lacks a pilot, so it drifts according to the specula- 


curities like the coppers and the rails, rep- 
resenting the basic industries, and usually 
among the first to barometrically indicate 
a definite change. This they are now do- 
ing along the constructive direction. An- 
other favorable symptom which cannot 
escape the financial writer, who judges 


_ conditions by the unerring principles of 


sound economics, is the recovery in bond 
prices. 


From this betterment is discernible the 
release of a constant flow of capital. it 
seems to indicate that inventories are be- 
ing reduced and the proceeds realized are 
being put into investments from which it 
can be really released should business war- 
rant its re-employment. 

What is most noted at the present mo- 
ment is the lack of buying power. Were 
there more of it, with the stock market in 
a position to turn quickly, it would respond 
without hesitation. The thought of the 
public, as one hears it wherever he goes, 
is that securities are dirt cheap. It is a 
psychological condition, which need but 
be put into action to exert an electrical 
effect. A similar state characterized 
part of 1893; inertia and dullness preceded 
the remarkable recovery which set in and 
in which investors who had the courage 
of their conviction were rewarded with 
large profits. Today’s market resembles 
1893 very closely. It is more likely to 
prove the forerunner of another epoch of 
great gains in securities values than the 
reverse, 

This viewpoint might be considered a 
little too optimistic. But how can it be 
different when one pauses to compare to- 
day’s low levels with the country’s vast po- 
tential possibilities. All that is needed is 
an inspiring stock market leader to give 
the orders—to march to better times. 


Robert C. Mayer & Co. 





Investors 


who have not found out 
about the First Mort- 
gage 8% Bonds of the 


Royster Guano Co. 


now obtainable below 
par, are not fully posted 
as to the great oppor- 
tunities of the current 
bond market. You 
should find out about 
these bonds. 
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Foreign Securities 


Through our Amster- 
dam Office and a com- 


prehensive group of 
European Correspond- 


ents we enjoy excep- 
tional facilities for 
quoting markets and 
obtaining information 
regarding these issues. 
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Amsterdam, Holland 
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to 9.75%. 





Buy Bonds 


With Your July Funds 


We have listed in our July circular the Bonds 
we recommend for purchase at this time. These 
carefully selected securities Yield from 4.10% 


To obtain this list of high- 
grade Bonds, ask for W-400. 


The National City Company 


Main Office: National City Bank Building 
Uptown Office: 42nd Street and Madison Avenue 
Offices im Over Fifty Cities 

















A Macaulay Message From 1830 


England. There is much in what he said which might well be said to-day in 


Bex in 1830 Lord Macaulay had a few words to say relating to conditions in 


the United States. Dealing with the pessimism then prevailing he asserted: 
“Hence it is that, though in every age everybody knows that up to his own time pro- 
gressive improvement has been taking place, nobody seems to reckon on any improve- 
ment during the next generation. We cannot absolutely prove that those are in error 
who tell us that society has reached a turning point, that we have seen our best days. 
But so said all who came before us, and with just as much apparent reason. On what 
principle is it that, when we see nothing but improvement behind us, we are to expect 
nothing but deterioration before us? 


THE REAL REMEDY 


“It is not by the intermeddling of that idol, the omniscient and omnipotent state, but 
by the prudence and energy of the people, that England has hitherto been carried 
forward in civilization; and it is to the same prudence and the same energy that we 
now look with comfort and good hope. Our rulers will best promote the improvement 
of the nation by strictly confining themselves to their own legitimate duties, but leaving 
capital to find its most lucrative course, commodities their fair price, industry and intelli- 
gence their natural reward, idleness and folly their natural punishment; by maintaining 
peace, by defending property, by diminishing the price of law, and by observing strict 
economy in every department of the state. Let the government do this: the people will 


assuredly do the rest.” 





Death of W. N. Record 

Willard N. Record, general manager 
and vice-president in charge of the Chi- 
cago office of Albert Frank & Co., died 
in his fifty-fifth year in New York on 
July 8. 

Mr. Record had gone to New York on a 
business trip and succumbed to an attack 
of heart failure the day before he ex- 
pected to return to Chicago. He had been 
associated with Albert Frank & Co. for 
eighteen Before his connection 
with this agency he had been engaged in 
newspaper work in Chicago. 

indeaigliiadiands: 
Pierce Arrow Weakness 

All the reassuring statements issued by 
the officials of the company that its finan- 
cial integrity is sound, even if its business 
is poor, have not stayed the weakness. 
Without support from the insiders the 
stock simply responds to every wave of 
pessimism developed toward 
stocks. 


104 


years. 


the motor 


Chandler’s New Low 


When a concerted selling wave drove on 
Chandler last week the stock was carried 
to a new low level for the year. The 
Street was filled with rumors, one being 
to the effect that the dividend cannot be 
considered safe. Officials denied that 
there was any danger and that the com- 
pany not only is in good shape financially 
but is well able to weather the depression 
storm. The former crowd that was sup- 
posed to be supporting the stock is said to 
be out of the market at the present time. 

natin 
Electric Storage Battery 

A new high for the year at above 105 
was registered by this Philadelphia fa- 
vorite last week. Here is a company and a 
stock which is running counter to the gen- 
eral current of pessimism and “readjust- 
ment” which has pervaded the market up 
to date this year. The 12% dividend rate 


helps maintain a lively demand for the 
stock. 









Denver & Rio Grande Probe 

It is just as well that the Interstate 
Commerce Commission ordered an inves- 
tigation into the financial operations be- 
tween the Western Pacific and the Denver- 
Rio Grande for such probe under the 
sanction of the government will silence 
all further controversy in accordance with 
the facts discovered. The Denver & Rio 
Grande stockholders look upon this deci- 
sion as a great victory. This depends 
upon the results; it may be just another 
delay. Unquestionably high finance and 
crass blundering brought the road to the 
plight where it had to be taken over by 
the Western Pacific by the former offi- 
cials and directors, but it is our opinion 
that the Western Pacific cannot be held 
a party to them; it simply insisted upon its 
legal rights under a legal guarantee, and 
the debtor being unable to pay had to 
pass over his collateral. In this case it 
was the equity in Denver & Rio Grande. 


—_——-O——— 


Erie’s Favorable Showing 

When the final returns on the Erie are 
in, they are expected to indicate a favor- 
able showing considering that as a whole 
the railroad year has not been of a favor- 
able kind. The net income is not expected 
to fall short of earning the fixed charges 
and the dividends on both preferred stocks 
with a little left for the common. If the 
old Erie can do. so well in an unusual 
railroad year; with wages down and 
operating costs decreasing and a year that 
is expected to show improvement, much 


_ better results may be reasonable antici- 


pated. 
—Oo———_ 


An Odious Comparison 


Taking his cue from an article in The 
Wall. Street Journal, S. E. J. Cox, of 
Houston, Texas, is swamping the mails 
with his special invitation to investors to 
join him in his fake oil enterprises. This 
particular article tells how the big oil 
companies, including the Standard Oil 
group, in the last six months have sold 
several hundred million dollars of new 
securities in order to raise cash with 
which to purchase additional oil prop- 
erties and leases. Cox suggests that if 
these representative enterprises in the oil 
industry are straining themselves to lay 
hold of cash then the individual investor 
should not neglect an opportunity to in- 
crease his holdings in any oil company, 
most of all, his own. The comparison that 
this Texas fakir draws is an odious one. 
Investors, when they buy his securities, 
are getting worthless paper; whereas in 
the other instance they are buying securi- 
ties in going enterprises with an estab- 
lished and honored reputation. We have 
been reliably informed that in one month 
Cox sent in two different mailings as 
much as 700,000 and 800,000 letters to 
prospects. A man who can spend as much 
money as this, where the postage in- 
volved alone nearly runs to $30,000, must 
be very successful in imposing upon 
gullible people. 
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Market Firm and Fairly Active 


HE bond market of the past week was fairly active and prices generally were 
firm. As we noted in our review of July 11, there has come into evidence a 


marked improvement in sentiment toward railroad bonds. 


business at no time was very heavy. 


The volume of 


THE FINANCIAL Wor p believes that before long there probably will be witnessed 
a rather spirited revival in the bond market. It is believed that, broadly speaking, there 
is not apt to occur, save perhaps in special instances, opportunity to obtain first class 
investments at much below the current market or bargain levels. 


The safe policy for bond investors to follow would be one of exchange at this 
time from low income yielding bonds to those which afford a wider return. It is to 
be borne in mind that the prices of bonds generally have not advanced as they should 
have if they were to reflect to the fullest extent the ground that has been gained 


by economic readjustment. 


The past week began with only limited 
trading in which prices remained close to 
an even level. As the week developed 
the volume increased, but not sufficiently 
to make any material alteration of the ag- 
gregate. The outstanding features were 
the demand for sound railroad issues and 
the strength of the Liberty Bonds and 
Victory Notes. 


Foreign obligations were active and 
steady to strong. Belgian and Japanese 
bonds were noteworthy, there being slight 
variations in the United Kingdom and 
Mexican groups. 


Reverting to the domestic governments, 
there was some unloading in the early 
stages of discussion as to the probable 
fate of the bonus bill. There seemed to 
be some fear that the measure might be 
successful. It is believed that very short- 
ly those who lowered their total of hold- 
ings will find it necessary to replenish, 
when there should be a sharp advance. 
Bankers voiced the opinion that the bonus 
bill virtually is out of the way now, at 
least it is until the Treasury is in a bet- 
ter position. It was stated by bankers 
who have been watching the developments 
in Washington that even should Congress 
pass the bill President Harding would af- 
fix his veto to it. 


Traction bonds for a week have been 
only moderate active, although the price 
record was one of strength. Hudson & 
Manhattan adjustment income 5s reached 
a new high for the year. Interboro 5s 
were firm, as were Third Avenue adjust- 
ment 5s. Speaking of public utility bonds, 
it is interesting to note that there is some 
agitation in the financial district for the 
making of certain power and light com- 
pany bonds legal for savings banks in New 
York State. The proponents of the sug- 
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gestion point to the record of these bonds 
since and during the war as reason. It 
is felt that these bonds, were they made 
legal in this state, would sell at much 
higher levels than at present quoted. 
—o 
New Rail Issues Allowed 
The Chicago, Rock Island and Pacific 
Railway has received permission to issue 
$6,470,230 of rent notes under a contract 
with the National Service Railway Cor- 
poration in the purchase of new equip- 
ment and to guarantee a Government loan 
of $1,568,540 to that railroad corporation, 
which is authorized to pledge the neces- 
sary collateral for the advance. The In- 
terstate Commerce Commission also has 
approved the application of the Minne- 
apolis and St. Louis Railroad to issue 
$1,593,033 of rent notes under an agree- 
ment with the National Railway Service 
Corporation for the purchase of equip- 
ment and to assume liability for the pay- 
ment of a Government loan of $386,190 to 
that corporation. 
——_Oo-—-——_ 
Interborough Metropolitan 
Some of the newspapers who are ac- 
tive in the five-cent fare propaganda neg- 
lect to see in the proposal of the oper- 
ating company to reduce wages 10 per 
cent. a good reason why it can be main- 
tained. They figure that the savings in 
wages will about wipe out the annual defi- 
cit, consequently there will be no occasion 
to increase fares. But their argument is 
not a sound one, as Mr. Carpel L. 
Breger pointed out in his analysis in THE 
FINANCIAL Wor tp, that besides just cov- 
ering the operating costs something sub- 
stantial must be earned besides to retire 
maturing obligations and provide for the 
interest paid out during the period new 
subways were under construction. 











Paper Mills 


We deal extensively in the 
notes and First Mortgage bonds 
of leading newsprint: paper 
mills, offering only those which 
we have investigated and pur- 
chased with our own funds. 


Prices to yield 7% to 8% 
Circulars 10-X and 12-X 


Peabody, 
Houghteling & Co. 
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i. We Finance 


Electric Power and Light Enterprises 
with Records ef Established Earnings 


We Offer 


Bankers and Investment Dealers 
Proven Power and Light Securities 


Correspondence Solicited 


ELECTRIC BOND AND 
SHARE COMPANY 


(Pald-Up Capital and Surplus, $24,500,000) 
71 Broadway, New York 
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German Government 
State and City Bonds 


Circular on Request || 


WOLLENBERGER & CO. 


INVESTMENT BANKERS 
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PROCTER AND GAMBLE C0. 


Common and Preferred 
Stocks 
Bought—Sold—Quoted 
Descriptive Circular Upon Request 


Beazell & Chatfield 
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Bonds of the 


ment dates. 


have placed with investors. 


| £2,033,000 


Drawn for Payment at Par 


| British Government 4% Victory Loan 

Argentine Government 5% Loan of 1884 

Argentine Government 5% Loan of 1886-1887 
Chinese Imperial Government 5% Gold Loan of 1889 


have been drawn for payment at par, on their respective pay- 


We suggest that Investment Dealers and Banks furnish us with 
the numbers of any bonds of these loans which they hold or 
We will check these numbers with 
our lists and immediately advise if the bonds have been retired. 


Inquiries are invited. { 


|| AMERICAN EXPRESS COMPANY 


65 BROADWAY—NEW YORK 
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Exports of Copper 
The export demand for copper during 
the first five months of 1921 has been 
the one bright spot in the industry, having 
been nourished and stimulated by low quo- 


tations, credits and financial aids. Occa- 
sionally the volume of exports has been so 
heavy that producers for a time could al- 
most entirely neglect the domestic mar- 
ket, their share of the copper exports un- 
der the Copper Export Association plans 
being sufficient to make up for the de- 
ficiency in domestic business. 


According to statistics compiled by The 
Engineering and Mining Journal, the 
monthly exports during the first five months 
of the year were from 55 to 92 per cent. 
of the pre-war rate. The three most im- 
portant purchasing countries were Eng- 
land, France and Germany. It is highly 
significant, according to the paper, that 
Germany has lately been the chief support 
of the copper export trade. This state- 
ment is considered all the more remarkable 
when it is recalled that Germany pays 
cash for copper bought in this country, 
whereas France, England and other coun- 
tries have been able to take advantage of 
the liberal credit terms advanced by the 
Copper Export Association. 


“The omission of Germany,” according 
to the journal, “from the list of coun- 
tries with which credit arrangements can be 
consummated has not had much effect on 
the ability of Germany to purchase all the 
copper she wishes. It may be, now that 
peace has been officially declared, that 
negotiations will be entered into looking 
to the extension of credit to Germany as to 
other countries. Whether such a step 
would increase sales to Central Europe is 
problematical. At the same time that Ger- 
many is purchasing copper from the United 
States producers, she is also supporting the 
London market. The source of the credit 
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for all these purchases is not definitely 
known, and the extraordinary ability of a 
nation defeated in war, burdened with an 
enormous indemnity, yet ready to pay cash 
for its raw material purchases, is testimony 
to the fact that she still has friends will- 
ing to aid her financially. 


“The copper furnished Germany will not 
enter a war chest, as was the charge prior 
to the war, but will undoubtedly be 
cheaply manufactured into electrical ma- 
chinery to be exported to all parts of the 
world. Copper, cotton, wool and other 
raw materials are urgently needed by 
Germany to furnish the basis of her ex- 
portable manufactures, which in turn are 


her hope of discharging the reparations 


obligations.” 
———1.—— 
Pacific Gas & Electric 

For each month of the present fiscal 
year Pacific Gas has reported increased 
earnings. This good showing has helped 
the stock considerably and had we any 
sort of broad market the influence of such 
showings would be more materially ex- 
pressed in the stock. 

—— 
Will Rate Rise? 

Changes that were noted on going to 
press in the bank situation in London seem 
to justify comment. There was observed 
a marked gain in deposits which has aided 
the reserve materially. There also has been 
a heavy withdrawal of notes from circula- 
tion. 


The decision of the Bank of England 
to maintain its 6 per cent. discount rate is 
considered perfectly natural. There in all 
probability will be heavy demands for 
credit as a result of the stimulated buying 
consequent to the settlement of the coal 
strike. 


Not only in London, but in this country, 
there is a feeling that there is little prob- 





ability of there being further lowering of 
wne discount rates, at least for some months. 
In fact, there are not a few who believe 
that a slight increase may eventuate, in 
England at least, if not here. 


The letting down of the bars in order 
to provide ample and free funds for high- 
ly speculative purposes would only rouse 
the banking authorities. 

ecndidiaininies 
An Historical Move 

“The right way to real peace is entered 
upon at last through President Harding’s 
call for a conference upon disarmament, 
between the five nations in whose hands 
rests the power to enforce universal peace,” 
says the weekly letter of J. S. Bache & 
Co. 


“No move as important to the whole 
world as this has been made since the 
armistice,, and it will bring deep-seated 
confidence everywhere to know that we 
have a government at Washington big 
enough to inaugurate such a move. It is 
the constructive business way with far- 
reaching chances of success, as opposed to 
the visionary hopes and impractical ex- 
pedients of the past. While the problem 
to be solved is a difficult and complicated 
one, especially that part of it centering 
around the Pacific and in the Far East, 
the fact that these five nations constitute 
the dominant power of the world will 
tend to remove most obstructions, and to 
dissolve many difficulties. 


“Coming at a time when the whole world 
is longing for peaceful conditions, the 
psychic effect of this universal urge will 
compel a successful outcome. 


“The economic effect of disarmament, 
aside from other and humane advantages, 
will so heavily reduce taxation and be so 
beneficial to the budgets of the nations, 
that its good results, internationally and 
individually, can hardly be estimated. 


——o—— 
Financing Declines 
Corporate financing in the first six 


months of the current year showed a se- 
vere decline in comparison with the corre- 
sponding period in 1920. Total of railroad, 
public utility and industrial corporation 
loans was $1,964,517,460, against $2,251,- 
606,870. 

Drop in amount of loans to provide new 
capital reflected the lessening of business 
activity in this country. Of the total 
amount of new issues floated in the first six 
months of the year, $1,588,161,460 was for 
new capital, while $376,356,000 was for re- 
funding maturing loans. In first six 
months of 1920 only $134,540,400 was used 
for refunding purposes. 

Most of the railroad financing conducted 
this year was for the purpose of refunding 
loans. The Northern Pacific-Great North- 
ern 4 per cent. loan of $215,227,000 issued 
in 1901 was paid off July 1, 1921, from the 
proceeds of a loan issued by same cor- 
porations earlier in the year. Pennsy]l- 
vania Railroad Company issued $60,000,000 
bonds last February, part of the proceeds 


of which was used to refund maturing ob- 
ligations. 
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Stimulation Anticipated 


HE proposal for funding the debts of the railroads which were incurred during 


the period of federal control, 


as a result of outlay of $500,000,000 in main- 


tenance of way expenditures, is looked upon as a good omen in railroad finan- 


cial circles in New York. 
erable stimulation in business will result. 


It is thought that should the plan be carried out consid- 


A prominent banker is quoted in this connection as asserting that the govern- 
ment is under obligation to put into effect some such plan as that mentioned so as to 
place railroads in a position to properly finance current needs. 


In an interview some months ago given to a representative of THe FINANCIAL 
Wortp by F. J. Lisman, a banker prominent as an authority on railroad matters, 
the suggestion was made that the personnel of the Railroad Labor Board should largely 


be representative of a disinterested party—namely, the public. 


At this writing rail- 


road executives are urging that the Board be altered so that its number will be seven, 
five of whom should represent the public, and the carriers and employees would be rep- 


resented by one each. 


It is believed that such a board would hasten decisions and that 


the latter would be more acceptable to all parties concerned. 


According to advices at mid-week last 
the reorganization of M. K. & T. is vir- 
tually completed. Two committees which 
have been working on the plans as yet 
have not altogether harmonized with the 
main program, but it is expected that 
the reorganization will be in concrete 
shape for approval of the Interstate Com- 
merce Commission at a very early date. 


In the past week railroad shares gener- 
ally give satisfactory accounts of them- 
selves and were firm most of the time. 
In a professional market, such as has 
characterized the last several days, it is not 
to be expected that there wiil be any 
movements of importance as far as their 
bearing on the general situation is con- 
cerned. 


Some railroad executives apparently are 
alarmed lest the followers of railroad 
stocks misinterpret the showing of month- 
ly earnings by the carriers. This is evi- 
denced by a statement made by one offi- 
cial last week to the effect that the im- 
provement in earnings is only seasonal 
and is not therefore important. This offi- 
cial declares that he can observe no real 
sign of recovery in any leading industry. 
These occasional indications of a desire 
to keep the opinion regarding the out- 
look for the rails under a curb should be 
taken for what they are worth. In our 
opinion investors will do well to keep in 
mind the fact that the long range view 
is most favorable and allow themselves to 
be governed by that prospect. 


Mr. Julius Kruttschnitt, chairman of the 
executive committee of Southern Pac‘4ic, 
has taken issue with those who have been 
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advocating reduction of freight rates in a 
letter to the stockholders of his com- 
pany. He stresses the fact that the main 
difficulty with the carriers is that their 
revenues have not kept up with their ex- 
penses. He emphasizes the increase in 
labor and maintenance expenditures as 
the principal cause of this discrepancy. 


“A widespread propaganda is being car- 
ried on in favor of a general reduction 
of freight rates,” Mr. Kruttschnitt says, 
“whereas the fact is that even since the 
rates have been advanced the cost of 
transporting a great many commodities 
which, it is asserted, cannot move at the 
increased rates, is far less than the toll 
taken by the commission merchants and 
retailers for buying and selling them. Con- 
sequently people are misled into believing 
that high rates have stopped the move- 
ment of a large amount of freight and 
that the railways would make more money 
if they would reduce rates and thereby re- 
vive traffic. There is the strongest rea- 
son to believe that the great stagnation in 
business is due almost entirely to world- 
wide conditions which must inevitably 
come if there had been no advance in 
freight rates.” 


The Interstate Commerce Commission 
has held that the proposed acquisition for 
operation by the Denver, Rio Grande 
Western Railroad Company of the prop- 
erties of the old D. & R. G. are not within 
the scope of the Transportation Act, “be- 
cause such property was in existence and 
operated in interstate commerce prior to 
the effective date of the Act, and the pro- 


(Concluded on page 118) 




















Stocks 


The stock market now undoubt- 
edly presents many unusual 
investment opportunities. 


We have just issued a Special 
Letter reviewing the situation. 
In this letter 22 carefully se- 
lected stocks are presented for 
the consideration of anyone in- 
terested. Mailed upon request. 


E. W. Wagner & Co. 


RSTABLISHED 1887 








Members 


NEW YORK STOCK EXCHANGE 
NEW YORK COTTON EXCHANGE 
CHICAGO STOCK EXCHANGE 
CHICAG@ BOARD OF TRADE 


33 New St., New York 
208 South La Salle St., Chicage 


I7 EAST 42ND ST. 
26 COURT $T., BROOKLYN 


ncaa nt 




































Attractive Rails 
Classified 


HE investment status and out- 

look of promising listed rail- 
road stocks are given in issue No. 
403 of our Investment Survey. 


Thrifty investors should also ask 
for our Systematic Saving Book- 
let S-11. 


Scott & Stump 


Investment Securities 
SPECIALISTS IN ODD LOTS 


Steck Exchange Bidg. 40 Exchange Place 
Philadelphia New Yerk : 
Locust 6480-5 Broad 1331-3 
































INQUIRIES INVITED ONLY FROM 
BANES, BROKERS AND DEALERS 


EUROPEAN LOANS OF 
AMERICAN RAILROADS 


Japanese, Brazilian, 
Argentine and French 


ALL FOREIGN BONDS 


MAXWELL B. SMITH 


16 EXCHANGE PLACE, NEW YORK 
Phone: Bowling Green 4697-8-9 
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Chas. H. Jones & Co. 


Municipal, Railroad and Corporation Bogds 
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French Republic 


20-Year Ext. 7%’s, 1941 
Issued $100,000,000 


Not subject to redemption prior 
to maturity. 

A legal investment for savings 
banks in Connecticut, Vermont 
and California. 


The French Government covenants 
to set aside during the first 5 years, 
as a sinking fund, not less than 
$9,000,000 per annum in equal monthly 
installments to be applied to the pur- 
chase of bonds, if obtainable, at not 
exceeding par and accrued interest. 


Price to Yield 
about 8.00% 


Send for Circular H-118 


Merrill, Lynch & Co. 


Members New York Stock Exchange 
120 Broadway New York 
Uptown Office: 11 East 43d St. 


Detroit Milwaukee 
Los Angeles 


Chicago 
Denver 




















JULY 
INVESTMENTS 


Our July Bond Circular contains 
a selected list of investment sug- 
gestions yielding from 


4.90% to 8.88% 


Ask for Circular “C-55” 


‘HORNBLOWER & WEEKS 


Established 1888 
42 BROADWAY, NEW YORK 


BOSTON CHICAGO 
PROVIDENCE PORTLAND, ME. DETROIT 
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Foreign Exchange 
Explained 


Our latest booklet (fourth edition) 
“Foreign Exchange Explained” 
clarifies what appears to be a diffi- 
cult problem to prospective purchas- 
ers of Foreign Securities. 


Owners of Foreign Securities will 
find this booklet of inestimable 
value. 


Sent free upon request for OX-18 


W"H.M‘Kenna &Co 


25 W. 43>ST. NEW 


C.W.Pope & Co. 


25 BROAD STREET NEW YORK 


As developments warrant, we p 

special letters concerning the v: 
issues. They appear about 

once a week and will be mailed on 

request. 

Correspondence solicited; it will re 

ceive personal and detailed attention. 


NO MARGIN BUSINESS ACCEPTED. 
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Reserve Ratio Rises 
HERE 
once more in the condition of the 


was decided improvement 


Federal Reserve Banks, according 
to the statement made public on Friday 
morning last. The reserve ratio for the 
system rose from 60.0 per cent. to 61.6 per 
cent. In the case of the New York banks 
there was a decline of more than 30 mill- 
ion dollars in Federal Reserve notes in 
Gold holdings of the entire 
were $15,000,000 greater than in 


the previous week. 


circulation. 
system 

According to the statement, the entire 
system shows 
$16,400,000. There was a retirement of 
$68,000,000 of Federal Reserve notes, and 


a reduction of deposit liabilities to the 


a gain in cash reserves of 


amount of more than 19 million dollars. 


Federal Reserve Bank holdings of paper 
secured by Governments obligations show 
a decrease for the week of $55,600,000, 
other discounts—a decrease of $41,800,000, 
and acceptances bought in open market 
a decrease of $6,000,000. No change is 
shown in the total of Pittman certificates 
held, 





while other Treasury certificates on 


hand show an increase of $7,900,000, 
$1,000,000 of which represents a _ special 
certificate held by the: New York bank. 


In consequence of the changes noted, total 
earning assets of the Federal Reserve 
3anks on July 13 showed a decrease of 
$95,900,000 for the week, and stood at 
slightly below $2,000,000,000 for the first 
time since September 20, 1918. 


Of the total holdings of $618,800,000 of 
paper secured by United States Govern- 
ment obligations $397,700,000, or 64.3 per 
cent., were secured by Liberty and other 
United States bonds; $158,700,000, or 25.6 
per cent., by Victory notes; $3,200,000 or 
.5 per cent., by Treasury notes, and $59,- 
200,000, or 9.6 per cent., by Treasury cer- 
tificates, compared with $423,300,000, 
$166,500,000, $4,600,000 and $80,100,000 
shown the week before. 


Discounted bills held by the Boston and 
New York banks include $46,900,000 of 
bills discounted for the Richmond, Min- 
neapolis and Dallas banks, compared with 
$41,500,000 the week before. The two 
former banks report a further reduction 
of about $500,000 of their combined ac- 
commodation at the New York Reserve 
Bank, while the Dallas bank shows an in- 
crease in its rediscounts with the Boston 
bank from $10,500,000 to $16,400,000, 


Government deposits show a decrease 
for the week of $23,100,000, while reserve 
deposits increased by $3,500,000, and other 
deposits, composed largely of non-mem- 
bers’ clearing accounts and_ cashiers’ 


checks, increased by $400,000. As against 
the increase of $37,400,000 in Federal Re- 
serve note circulation for the preceding 
week, caused by the July 4 demand for 
currency, the week ended July 13 shows a 
reduction of $68,100,000 in Federal Re- 
serve notes, besides a decrease of $2,700,- 
000 in Federal Reserve Bank note circu- 
lation. 


The increase of $16,400,000 in cash re- 
serves was due to additions of $14,700,000 
to gold reserves and of $1,700,000 to other 
cash reserves, i. e., silver and legals. 


*x* * * 


INTERNATIONAL BANKING 


Interest in the international banking and 


money situation seems to be centered 


. largely in the possible reclamation of Ger- 


many. It cannot be gainsaid that that 
country is making heroic efforts to come 
back to her former position in the world. 
Evidence of effort to make progress in 
commercial rehabilitation is not hard to 
find. And the activities with reference to 
the making of future reparations pay- 
ments, to obtaining grain credits in the 
United States, and in other directions 
point to the conclusion that Germany has 
settled down seriously to an endeavor to 
convince the world at large that she wants 
to retrieve her position. 
-_— - 
OUR GOLD IMPORTS 

In passing it is well to mention opinion 
abroad regarding the huge accumulations 
of gold that are being recorded by the 
United States. 
London, 


Financial authority in 


for example, regards the piling 
up here of the yellow metal as a good 
omen as far as the economic situation is 
At least that is what some 


Londoners are giving out as their belief. 


concerned. 


Just what the possible effect of our gold 
surplus may be is a question that lends 


itself to interesting debate. Some there 


are who view it as the forerunner of an- 
other period of inflation. This view un- 
doubtedly has great merit. The chances 
are that it will be borne out by future de- 


velopments, 


There is another contingent that views 
our control of the world’s gold supply 
with some apprehension. A representative 
of this school of economists, in discussing 
the matter with the writer, offered the 
suggestion that the withdrawal of gol: 
from other countries, and its concentration 
in the United States, might lead to radical! 
changes in the currency systems of Euro- 
pean countries. This is a phase of the 
subject which seems worthy of specia! 
discussion at another time. 
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Steady But Relatively Quiet 


tone indicates the presence of a considerable degree of confidence on the part 


aeons utility securities continue to display relative dtillness, but the under- 


of holders as to the outlook. The time apparently has not yet arrived when an 
aggressive upward movement is to be looked for, but there are unmistakable signs of 


accumulation. 


There is every reason to anticipate a good market for public utility stocks and 
bonds for several years to come; in fact, a return to pre-war conditions, with this 
class of securities occupying a prominent investment position to be changed only by a 
situation which might develop through a repetition of a crisis equal to that which 


the world faced during the last seven years. 


Fundamentally, there is nothing amiss in the public service field. Holders and 
prospective buyers of public utility securities evidently have not realized this fact to its 
fullest significance or the cloud of pessimism which has hung over this particular 
group of stocks and bonds would long ago have been dispelled. Fears are still being 
expressed as to the outlook, but a careful analysis of the evidence does not warrant 


them. 


Intelligent judgment, when exercised in 
connection with the purchase of invest- 
ments, not only dictates that the stock or 
bond under consideration be well secured, 
return an attractive yield and possess a 
good market in case liquidation becomes 
expedient, but demands that the industry 
in which the corporation operates has 
shown a consistent and healthy growth 
and is more or less essential in its nature. 

The utilities conform to these require- 
ments in every respect. While the ma- 
jority of public utility securities are not 
listed on prominent stock and bond ex- 
changes, there exists, nevertheless, a ready 
market in almost every instance. As a 
matter of fact, it is very probably to the 
advantage of these securities that they 
are not accessible to the daily speculator 
and trader and hence made the object of 
unwarranted advances or short-selling to 
precipitate declines. A movement has 
been under way to make the Chicago 
Stock Exchange a center for public util- 
ity securities with all the principal issues 
listed there, but so far not much enthu- 
siasm has been raised. In such an event 
a great deal of the work along customer- 
ownership lines would have been in vain. 

If there is one statement in regard to 
public utility corporations which is beyond 
dispute it is that the majority of them 
are not over-capitalized. Intrinsic values 
exist here to an extent not equalled in 
many other enterprises. During the war 
period there was very little expansion in 
capitalization, while every available factor 
of production was taxed to the utmost. 
Because of high operating expenses and a 
decided slowness in gaining relief through 
increased rates many stockholders in the 
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utilities had to temporarily forego divi- 
dends in order that plant equipment be 
kept up to a high degree of service. The 
public always demands a standard of ser- 
vice regardless of operating conditions, 
and equipment cannot be allowed to de- 
teriorate even if those who have invested 
their funds must suffer. 

The public utility enterprises in the 
United States to-day represent an invest- 
ment estimated at over twelve billion dol- 
lars, and because of their essential nature 
there is an ever-increasing demand that 
the investment be enlarged. To meet the 
demand at all, just treatment and a fair 
return on the capital invested must be 
accorded. The attitude, however, of regu- 
latory bodies towards the utilities has be- 
come considerably altered during recent 
years, and they no longer make political 
issues out of public service problems. The 
consuming public also is realizing the right 
to live of the utilities and less objection is 
registered to adequate rates. 

One of the most reassuring factors in 
connection with the public utility industry 
is the phenoménal expansion which has 
been seen over the last decade. While this 
is generally realized, it is somewhat neces- 
sary to resort to figures to bring out the 
full significance. During the last decade, 
from 1910 to 1920, the population of the 
United States increased less than 15 per 
cent., but the number of customers of the 
electric light and power companies in- 
creased over 250 per cent., and the amount 
of electric energy sold increased about 350 
per cent. The expansion, moreover, was 
not confined to any particular section of 
the country, but was distributed about 
equally throughout the United States. 














The Factor of Safety 


In times like these the factor of safety 
is by far the most important consid- 
eration of every true investor. The 
promise of excessive profit no longer 
appeals to him. His chief aim now is 
to have his capital conserved and his 
interest punctually paid. 


Our Circular, Gonservative Invest- 
ments, contains numerous suggestions 
for the investor whose first considera- 
tion is the Factor of Safety. 


Write for Circular No. 1587. 


Spencer Trask & Co. 


25 Broad Street, New York 
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General 
Motors 


History 
Earnings 
Dividends 
This corporation num- 


bers among its subsidiaries 
. some of the best known 
motor car concerns in the 
country. Its future out- 
look discussed and detailed 
information of value to all 
present or future share- 
holders is contained in our 


current 
Weekly 
Financial Review 
Gratis on request for “F.W. 34” 
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Switching Losses 
Into Profits 


Some stocks are in deep depression, selling lower 
than for years, with few prospects of early re- 
covery. Other stocks, thoroughly liquidated by 
by post-war readjustment, are in a healthy 
position—their prospects point to speedy price 
recovery. 


Are Your Stocks Down? 


During the past six months we have turned 
many losses into profits by the Switching Sug- 
gestions given in our Daily Market Review and 
3 P. M. Traders Bulletin or personally if 
required. 


Send for FREE sample F.W. Bet- 
ter still, send $10 for month’s 
trial subscription as market is 
in most important position. 


Town Topics Financial Bureau 
Est. 1889 
44 BROAD STREET NEW YORK 
(Wall Street Journal Bldg.) 
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Boston.—Despite heat waves, electrical 
disturbances, and a tendency on the part 
of the stock markets to drag the greater 
part of the time, one finds items of in- 
terest and encouragement in the news of 
the day in New England. 


The leather industry seems to be im- 
proving, and those who are in the know 
assert that the chances are favorable for a 
good showing and fair earning power for 
the third quarter of the year. The tex- 
tile trade is noticeably active, and the tire 
industry is showing improvement. 


INCREASE IN ORDERS 


The Endicott Johnson Corporation re- 
ports that incoming orders at present are 
showing increases of from 25 to 50 per 
cent. over last year. A large proportion of 
the orders are for immediate shipment. 
The company fortunately has written its 
inventories down to bedrock, and is well 
supplied with hides and leather on a low 
cost basis. 


It was interesting to note during the 
week that the Mutual Life Insurance Co. 
of New York has been steadily unload- 
ing its holdings of New Haven stock dur- 
ing the past few years. In 1915 the com- 
pany had 35,640 shares. The total was 
the same until 1919, when there was a sale 
of 5,000 shares. In 1920 the company re- 
duced its ownership to 15,000 shares, and 
the present holdings are totaled at 7,000 
shares. Total sales in the two-year pe- 
riod were made at prices ranging between 


a high of 3454 and a low of 18%. 


An item of interest was the announce- 
ment of the offer by outside interests to 
purchase at par, $25, any unsold balance 
of the new stock recently offered to share- 
holders of the Old Dominion Company. 
Stockholders were offered 52,929 shares. 
The sale of the stock means $1,323,225 of 
new money for the company. 


Stock markets in Boston are not centers 
of interest, if the easier tone of prices is 
to be accepted as criterion. The average 
of prices was off, as compared with a year 
ago, and the number of sales contrasted 
with a year ago is lower. 


It can be said that conditions generally 
are improving here. Boston maintains its 
lead among the Reserve banks in point 
of reserve strength. Surplus funds have 
not as yet reached the point where the 
bankers are thinking seriously of reducing 
rates materially. Local banking circles 
are engaging themselves in attempting to 
judge the needs of the approaching au- 
tumn. Members of the Reserve bank are 
beginning to let out funds slowly, which 
indicates a disposition to do something 
toward more extensive assistance to busi- 


ness in the satisfaction of its financing 
needs. 


It seems that credit deflation is about 
over. 

Holders of New England public utility 
securities will be interested in the new 
law that became operative this week which 
makes it necessary for utility corporations 
to set aside each year an amount sufficient 
to take care of depreciation of property. 
It is stated that the new law is the result 
of an investigation by public service offi- 
cials which showed that the majority of 
companies, more especially the trolleys, 
have failed in the past to make proper 
provision against depreciation—in other 
words, they have been robbing the future 
to pay for the present. 

Under the provisions of the new law, 
the department of public utilities is em- 
powered to order the setting aside by a 
company of a portion of earnings accord- 
ing to its own estimate of what would be 
adequate, should the company in this re- 
spect fail to satisfy the department in this 
connection. 


COPPER NEWS 

Local copper circles are rather en- 
couraged over the reported statement of 
former Senator Clark, who is supposed to 
know a great deal about the red-metal 
industry. Senator Clark declares that, 
while the industry is about the flatest 
thing in the country right now, it will 
revive just so soon as things are once 
straightened out in Germany. He antici- 
pates a large demand from Europe in the 
not far distant future. 

“We could sell copper now,” he con- 
tinued, “but would not get the price of 
production. I will not ‘sell that way. 
Others feel the same, and we _ have 
formed a pool in this country of $40,000,- 
000 to protect the interests of copper, hav- 
ing something like 1,000,000,000 pounds 
ready for market. This doesn’t mean, 
however, that the mines will remain shut 
down until all this stock has been dis- 
posed of. Just as soon as there is demand 
and the product starts to move the mines 
and smelters will begin active work. This 
country is too big and the people are of 
too high a grade to remain inactive long.” 

————_) —— 
Automobile Sales Fair 

Statistics compiled by the Automobile 
Chamber of Commerce for companies pro- 
ducing about 75 per cent. of the country’s 
output, show that shipments during June 
were about 8 per cent. in excess of those 
of the previous month and 60 per cent. in 
excess of those of June last year. Further- 
more it is reported that a canvass of local 
automobile companies reveals that sales 
for July to date are running ahead of 
those of last month, for the first time on 
record. July sales have always been below 
those of June according to motor cat 
dealers. 
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payments. Last Monday the mark sold 
down to 1.27c, the lowest this year, but 
jumped to 1.36%c in twenty-four hours. 
The erratic dislocations of the exchanges 
incidental to the Reparations Commission 
settlements has stirred up a lot of uncom- 
mendatory comment. 


WHY STERLING DROPPED 


The drop in sterling exchange was 
checked early last week, for the time being 
at any rate, after a low of $3.62% was 
reached Monday. This is the lowest in 
over six months. In the last ten days of 
the decline, the pound shrank in value a 
cent a day. There is at this time of year 
a seasonal drop in sterling due to the 
necessity of meeting grain and cotton bills, 
but that alone does not explain the recent 
decline from around $4.00. Sterling bills 
have been liberally offered, in part to 
meet British Government obligations ma- 
turing in this country, and in part doubt- 
less due to the efforts of Germany to meet 
her reparations settlements in August. In 
fact, German offerings of sterling have 
been heavy for several months, and Ger- 
many has reaped a large profit dumping 
British bills on the market while the pound 
was near $4.00. 


CUBA NEEDS LOAN 

Negotiations are under way for a $50,- 
000,000 loan to relieve the Cuban sugar 
crisis. The exact nature of the loan has 
not been formulated. The plan most con- 
sidered is to lend the money to the Gov- 
ernment of Cuba, which will take off the 
market one million tons or half the raw 
sugar in Cuban warehouses. Owing to 
the short beet crop in France and Czecho- 
Slovakia this year, emissaries of the Cu- 
ban Sugar Finance Commission, charged 
with stabilizing the sugar market in Cuba, 
are now en route to Europe to see whether 
some of the Cuban crop may be disposed 
of over there. They are particularly au- 
thorized with regard to Roumania and 
Russia to barter sugar for oil, hides and 
leather, wheat and grain, etc. If a sizable 
lot of Cuban sugar can be thus disposed of 
and taken off the market, New York 
bankers will be more ready to finance a 
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loan to the Cuban Government. A spe- 
cial session of the Cuban Congress con- 
venes July 18 to consider the sugar crisis 
and the proposed loan. 


SPAIN WITHHOLDS GOLD 


The refusal of the Spanish Government 
to meet peseta bills in gold, and its 
hoarding of vast stocks of idle gold in the 
government vaults, is the cause of the 
drop in Spanish exchange. At least, there 
is where the blame is put by the “Espana 
Economica y Financiera” in commenting 
on the collapse of the peseta to 7.70 to the 
dollar (13.0c.). Since this comment ap- 
peared the peseta has further declined to 
around 12.80c, versus 19.3c par. Spain 
has issued great torrents of paper recently. 
A valuable asset, her great silver reserves, 
has shrivelled in value with the collapse 
in silver. 

GREEK-FINNISH LOANS 

Emissaries of the governments of 
Greece and of Finland have made prelim- 
inary soundings in Wall Street banking 
circles anent floating national loans in this 
country. It would be rather premature 
to say that negotiations for actual loans 
are under way, state the bankers ap- 
proached. Both countries have always ar- 
ranged their loans in the London market 
heretofore. 


MEXICO STANDS FIRM 

Mexico has refused to back down in 
her “confiscatory” export taxes on crude 
oil, effective July 1, and payable begin- 
ning August. The U. S. cruisers “Cleve- 
land ” and “Sacramento” leave Tampico 
and return every faw days to preserve the 
neutrality laws, as it is given out. It has 
developed that the “confiscatory” export 
taxes which Mexico levies on her own 
oil to ratse sorely needed revenues are 
less than the proposed import taxes on 
Mexican and other oils in the new Ford- 
ney tariff bill. Inside oil circles hope 
that one outcome of the Mexico oil muddle 
will be negotiations authorized under the 
Fordney Bill whereby our import tariff on 
Mexican oil can be reduced if Mexico of- 
fer suitable quid pro quo. Mexican bonds 
were very strong. 





$5,500 Returns $550 Yearly 
$1,100 Returns $110 Yearly 
$550 Returns $55 Yearly 
$220 Returns $22 Yearly 


Invested in an Established Finance 
Corporation 


—Enjoying unusual confidence. 
——Well protected by stringent State Banking or 
Lean Laws. « 
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—Under streng management, AN wang an enviable 
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large share of the profits. 


Over a Quarter Century of experience 
in finance and iness management is 
behind our recommendation of this in- 
vestment. 


Send for Circular F-807 giving full details. 
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Reliable Indications 
of Improvement 


A recent Brookmire Forecaster 
pointed out that prevalent pessi- 
mistic reports pointing to increas- 
ing business depression and a 
possible financial panic in the Fall 
had no reasonable base in fact. 
The following Forecaster dis- 
cussed the basic factors which 
have improved to date and in 
which continued improvement may 
be expected. 


Both of these bulletins should assist 
you in determining your immediate 
and future market policy. Free copies 
will be sent upon request for Bulletins 
F. Write today. 
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Foreign Exchange Quotations 


The foreign exchanges nearly all suffered some decline since September 27. The 


changes are shown by the following table: 


Change 
Rate in Rate in Rate in from 
Unit cents cents cents previous 
Value. Sept. 27. July 7. July 14. week. 
NS OLFE OT OPEL ET .1930 0668 0795 0782 0013 
EE oily vaya tan ea es 4.8665 3.4925 3.7075 3.6312 0736 
Swueertand ............. .1930 1608 .1678 1651 0027 
NS. ae kb x decainked 4220 3108 3270 3188 0082 
ea again oe .2680 1375 1660 1598 . 0062 
ere .2680 .1400 .1400 1355 .0045 
Ee .1870 .2170 2115 0055 
OE ee ee .1930 1445 1287 1284 0003 
ELE eT .1930 .0706 .0782 .0762 .0020 
ee .2382 0163 0132 0132 “ee 
RE a aa kdues sats .1930 0420 0481 0458 0023 
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How to Develop 
Your Financial Skill 


No man can become wealthy by simply putting his money 
in the Savings Bank. He must invest it. 
Investing requires knowledge and method. 
Use the simple methods employed by financial leaders. 


WHAT THESE 
METHODS ARE AND 
HOW WE WILL HELP 
YOU JO PROFIT FROM 

THEM AT ONCE. 


is explained in our FREE 
20-page booklet. 


Pages 4 and 5 contain re- 
markable diagrams which, if 
considered carefully, may prove 
the turning point of your 
whole life and which will out- 
line to you the sound basis 
behind our ‘‘Combined Edu- 
cational, Investment and Spec- 
ulative Service.’’ 











Simply ask for a copy of FW-J-18 


American Institute of Finance 
15 Beacon Street Boston, Mass. 
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Simple Economics: No. 


sential that, in order that there may 

be production, for labor and capital 
to co-operate. These two must be asso- 
ciated. We demonstrated the truth of 
that statement in a previous instalment 
of this series. It was shown that, while 
a savage can strip boughs from a tree 
for fire wood, he cannot fell the tree un- 
til he has fashioned an axe. And the 
axe represents capital; is stored up labor, 
which is the same thing. 


I: economic society, it is absolutely es- 


Let us make use of a simple illustra- 
tion for the purpose of further illumi- 
nating the subject. We will take the cob- 
bler who supports himself, pays his rent, 
and gains a livelihood by means of work- 
ing at his trade. To him there never oc- 
curs the simple expedient of alloting to 
capital a part of his earnings. If it were 
suggested he would be at a loss to under- 
stand just what is meant by setting aside 
a portion of his earnings for capital. 


Suppose, for some reason or another, he 
allows another to employ his tools and his 
materials and his stall. The cobbler knows 
that by doing this he affords something 
of value to his successor. So he de- 
mands a certain amount of money in re- 
turn. He thereby becomes a capitalist, 
for the element of capital instantly ap- 
pears. 


Then why this constant rebellion on the 
part of certain leaders of labor against 
paying to capital its reward, and treating 
the extension of that reward as equally 
important as the compensation to labor? 


Says Hartley Withers, in a recent dis- 
cussion of kindred topics: “A state of 
society in which everybody worked and 
nobody was overpaid and nobody was un- 
derpaid, and everybody enjoyed a fair 
share of an overwhelming abundance of 
the good things of life has certainly enor- 
mous advantages to recommend it, if it 
can be attained, as compared with our 
present system.” 


But no sound rules of economics afford 
us any assurance that such a Utopia is 
possible of attainment, even though advo- 
cates of plans like that of Mr. Plumb, who 
for some reason seems to have dropped 
into the background for the time being, 
believe that some such condition is pos- 
sible. 


To each according to his works; this is 
a simple law which is an integral part of 
the distribution of wealth under the opera- 
tion of liberty. 


An interesting example of the at- 
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5—Wealth Distribution 


tempted (?) application of the principle 
is to be had in the rules embodied in the 
arrangement which was made between la- 
bor and the Railroad Administration dur- 
ing federal control. One of these rules 
stipulated that a man whose business it 
was to dig post holes should come under 
the classification of engineer, and to re- 
ceive remuneration as such. 


Let us examine, then, what, in a society 
where there is proper distribution of 
wealth, is the proper means of profits. 
This is a difficult thing to estimate. But 
it canbe concluded that profit should be 
superior to the average wage. Why? 


First, because profit is compensation for 
responsibility which is grave because 
there always are present possibilities of 
non-success, and failure exacts heavy toll 
upon capital. 


Second, because the labor of direction is 
more important than is the labor which it 
directs. 


Many faultfinders with the existing 
system of wealth distribution aver that it 
is wrong because it curtails economic free- 
dom. Most people construe economic 
freedom as freedom to work or not to 
work, and, in working, to please none but 
ourselves. The difficulty is that such an 
ideal state of affairs is not quite possible. 
It so happens that most of us have to 
work unless we can prevail upon some 
philanthropic person to provide us with a 
means of living without commanding any- 
thing in return. Therefore, the work that 
we do must please some one else than 
ourselves else we cannot hope to obtain 
that which is called money, with which 
we purchase our food and housing and 

_ Wearing apparel and pleasures. 


Another important thing to consider 
while discussing the distribution of 
wealth, and it is something which labor 
leaders seem to overlook entirely, is the 
fact that in an industry which yields large 
profits the wages of the labor associated in 
the industry are most always much higher 
than in industries which yield small 
profits. 


Labor must realize that it is paid, not 
because it labors, but because it pro- 


duces, and in consideration of what is pro- 
duced. 


Note: 
of talks on StmpLte Economics 


Number 6 of this series 


will discuss certain phases of the 
CREATION OF WEALTH, 
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HE bond market is very close to the 
‘% bottom of one of the long swings 

which have become proverbial in 
the history of price movements. A com- 
mon advice to investors is to purchase 
at the bottom of long swings and to sell 
at the top. This is repeated as being the 
only way in which the investor can hope 
to make money in the security market. If 
our judgment is correct, the purchaser of 
bonds at the present low price levels, pro- 
vided they are long term issues, should be 
in a position to reap a handsome profit 
in the next few years. 


At the present time a significant fea- 
ture of the investment market is the fact 
that the price of capital has begun to 
show certain signs of decline. An exami- 
nation of money conditions finds that dis- 
count rates for prime commercial paper 
are lower than they have been for some 
tire. These rates are more important to 
the investor than are those for call or 
time money. 


The country has passed through a rather 
trying experience commercially. Some 
have likened it to a commercial panic. 
Most people have been sellers and the buy- 
ers have been hard to find. There is no 
evidence of disturbance in commodity 
prices, and the best judgment is that the 
outlook for improvement, even though it 
may be a slow movement, is encouraging. 


SHORT SWINGS 

The writer of this department never has 
been inclined to view with any consider- 
able favor what are known as the short 
swings of either the stock or bond mar- 
ket. Such movements generally are so 
tricky that they invite trouble. There 
are some who claim to be able to fore- 
icll the movement of prices over a rela- 


tively short period, but those who show . 


evidence of being able to translate that 
ability into profits are comparatively few 
in number. The real or lasting profits 
have been based on’ what financial writers 
have come to designate as long swings. So 
whether or not the bond market of to- 
day or the immediate past has on the 
average taken a sudden turn upward, or 
has unexpectedly been shaded off does 
not seem to be altogether material. 


We have referred to the fact that dis- 
count rates on prime commercial paper 
have been tending lower. This should be 
interpreted as a forerunner for lower 
prices for capital. In the past, as has 
been frequently pointed out in this depart- 
ment, the approach of cheaper capital for 
new financing has been accompanied by 
appreciation in the quoted price of high 
grade standard bond issues. 
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Illinois Cent. Coll. 4s, 1953 
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SUGGESTIONS 

Inasmuch as we have suggested that 
jong term bond issues are undoubtedly en- 
titled to consideration as preferred pur- 
chases at the present time, we will select 
as this week’s bargains three high grade 
railroad bonds of long maturity. Specific 
description follows at the conclusion of 
this article. 


Chicago, Milwaukee & St. Paul Gen- 
eral 4s, due 1989—These bonds can be 
obtained at a price of about 64, which af- 
fords an income yield to maturity of 6.30 
per cent. It has been repeatedly stated in 
this department that within the next three 
years or so the price of capital should be 
somewhere near the pre-war level. If 
this is true it means that for a long pe- 
riod the investor who purchased at pres- 
ent levels will be in a distinctly favorable 
position inasmuch as the money he loans 
a few years hence will not be able to 
command anything like the income yield 
that is afforded now. 


Illinois Central Collateral 4s, due 1953. 
—These bonds, which are very high grade 
indeed, are obtainable at a price of about 
66, which affords a yield to maturity of 
6.55. This bond is entitled to rating as a 
first class business man’s investment. 


Chesapeake & Ohio general 4's, due 
1992.—These bonds are obtainable at a 
price of about 71, which can be seen af- 
fords a yield to maturity of 6.37 per cent. 
The Chesapeake & Ohio is one of the con- 
sistent earners among railroads, and its 
bonds have long been looked upon as 
very high grade. 


St. Paul 4s are series A of an author- 
ized issue of $150,000,000, of which there 
are outstanding at 4 per cent rate $48,- 
241,000. The bonds are dated May 1, 
1899, and are secured by absolute first 
mortgage on approximately 4,144 miles of 
first track, including main lines entering 
Chicago and Milwaukee and by a second 
mortgage on 2,381.08 miles. The bonds 
are legal for savings banks in California, 
Connecticut, Massachusetts, Michigan, 
Minnesota, New York, New Hampshire, 
Rhode Island and Vermont. The company 
pays a normal income tax of 2 per cent. 
There is a factor of safety for the whole 
issue of 84 per cent., and the security and 
salability of the bonds is very high. 


Illinois Central Collateral 4s—are out- 
standing $24,929,000 and are dated Sep- 
tember 1, 1892. The bonds are first col- 
lateral lien on 802 miles of track in good 
producing territory, a first collateral lien 
on lands and a first collateral lien on the 
entire issue of second income 5s of the 
Louisville, New Orleans & Texas and on 


$4,481,000 of the capital stock of the same 
railroad. The bonds are legal for savings 
banks in New Hampshire and Rhode Isl- 
and, and the company does not pay the 
normal income tax. 

C. & O. General 444s—are outstanding 
$48,616,000 and are dated February 23, 
1892. The bonds are a first lien on 438.67 
miles of good producing track, and second 
lien on 801.50 miles and a third lien on 
252.03 miles and a first collateral lien on 
miscellaneous securities of a par value of 
$46,000. The issue is outstanding in the 
amount of $32,250 per mile. The factor 
of safety is 75 per cent., and the security 
and salability are rated very high. The 
company pays a normal income tax of 2 
per cent. 
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Outside Is the Better Place 

If a person could get back two dollars 
tor every dollar advanced by him such a 
proposition would be very interesting. 
There would also be the added attraction 
of unusuality when, in addition to this 
multitude of riches, was coupled a bonus 
oi stock in an enterprise that could make 
so much money. They are very rare; 
hence they should be exhaustively investi- 
gated, as otherwise later experience will 
prove they were but visions of an 
ambitious promoter, who talked as_ his 
mind wanted him to and not as the real 
facts dictated. A proposition of this kind 
comes from Glass & Co., of Pittsburgh; 
and its source prompts us to remark that 
it is not worth paying serious attention 
to. This concern has peddled a con- 
siderable number of lemons since it is in 
business. It was not discovered that they 
were of the acrid type until time developed 
their sour qualities. But while they were 
handled by Glass they were as rich in 
prospects as was their latest venture. 
Such a record should suffice for the in- 
vestor to conclude that it would be much 
safer for him to remain on the outside 
looking in than coming in and later try- 
ing to find out what hit and injured his 
rich plum. 





O-———- 
Studebaker Dividend 

No serious attention is paid to the story 
current that the directors will declare an 
extra cash dividend. As to the other ru- 
mor of a stock dividend, such an action 
would occasion surprise. The company 
was fortunate in getting the jump on its 
rivals in the revival in the buying of 
motor cars some months ago, which did 
not hold for long, by reducing its prices 
first and having alert salesmen tie up 
dealers. Should a stock dividend be de- 
clared it is not expected to create any fire- 
works on the Street. Memory there is 
still fresh about what happened to such 
paper disbursements, and while these 
bruises stiJl smart such a distribution, if 
intended to help the pool in the stock to 
liquidate the line it accumulated, may fail 
of its purpose. Earnings, though they jus- 
tify a larger dividend, would be better 
kept in the business until it is certain that 
the ‘antomobile business has regained its 
profitable footing. . 
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Kernels 
(Concluded from page 93) 

Pacific Coast Company defers dividend 

action on second preferred.— 


Foreign Exchange 

Foreign Exchange—Irregular.= 

Demand Sterling ranges from $3.63%4 to 
$3.9434 in the corresponding week in 
1920.— Canadian dollar ranges from 
87.25 cents to 88 cents against 87.75 
cents a week ago.— 

German Marks, francs 
higher.+ Italian Lire and French Francs 
off.- 
3ank of England rate 6% unchanged.= 

Ratio of Reserves 11.90% against 12.10% 
in the preceding week and 12.25% in the 
corresponding week in 1920.— 


and Belgium 


Money and Banking 
from 5% to 64%% 
in the corresponding 


Call 
against 7% to 8% 
week in 1920.+ 


Time money ranges from 514% to 6%4% 


money ranges 


against 814% to 9% in the correspond- 
ing week in 1920.+- 
6% to 


in the cor- 


from 
634% against 734% ot 8% 
responding week in 1920.+ 
3ank clearings for the week amounted to 
$7,317,242,645 against $6,377,789,550 in 
the preceding week and $9,269,072,850 
in the corresponding week in 1920.4 
Reserve. Reserve to 
liabilities 60.0% against 60.8% in the 
preceding week and 43.0% in the cor- 
responding week of 1920.— 


Commercial paper ranges 


Federal Ratio of 


Trade 
Dun’s Failures for the week, 290, against 
303 in the preceding week and 106 in 
the corresponding week in 1920.+- 
Car loadings for the week ended July 2, 
774,808 against 775,061 in the preceding 
week.— 
Building activities during June 6% below 
May.— 
Exports for the fiscal year ending June 
30, $6,519,000,000 against $8,108,000,000 
in the preceding year— Imports— 
$3,666,000,000 against $5,238,000,000 in 
the preceding year— June exports 
$340,000,000 against $329,000,000 in May 
and $629,000,000 in June 1920.+- Imports 
$198,000,000 against $224,000,000 in May 
and $552,000,000 in June 1920.— 
Department of Agriculture reports July 1, 
shows estimated decline in wheat crop 
of 21,000,000 bushels during June.— 
a 

General Electric Liquidation 
There was some liquidation in General 
Electric which partially affected the price. 





tn some quarters it was assumed that the 
stock around 120 is selling out of line as 
an 8 per cent. security, but such a theory 
is not well grounded, for there must be 
added to this vield stock dividends which 
have a market 


and increase 


the income received from the investment. 


good value 
It is rather a dull market and lack of in- 
vestment demand explains the decline the 
stock passed through last week. The com- 


pany’s plants are working at capacity. 
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interest. 


experience without loss. 





Home _ Office: 


Diversify Your Investments 


During the perilous days of our readjustment period, the 
experienced investor does not carry all his eggs in one basket. 


A fair supply of well seasoned non-fluctuating farm mort- 
gages will safeguard your estate. 


Your July investments cannot be better placed than in our 


$% Collateral Trust Bonds 8% 


obtainable in amounts of $50, $100, $200 and $500, semi-annual 
Short time maturities. 


Sold on part payment plan if preferred. Based on 37 years’ 


Write for Booklets. 


The F. B. Collins Investment Co. 


Members Farm Mortgage Bankers Association of America 


727 Monadnock Block, Chicago 


Oklahoma 





City, Oklahoma 














U. S. Steel Shows Strength 

To the trader, who seeks his profit on 
the short side of the market the underlying 
strength Steel shows in spite of the blue 
funk prevailing in steel trade circles, is 
uncanny. Were comparisons the shaping 
influence the stock should sell lower, for 
even if the continuation of the five per 
cent. dividend were certain its price rel- 
atively is out of range with other securi- 
ties paying the same rate of dividend. 
Susiness in steel is also at so low an ebb 
as to warrant no immediate speculative 
activities, unless it was on the selling 
side. Yet Steel so far has resisted these 
adverse influences and a reason for it 
must be found elsewhere? Where is it, 
then? Probably the answer lies in the 
steady absorption of the stock by what are 
called long distance investors, who are 
not figuring on how low they can get it, 
but are confident that any figure around 
the present level is cheap enough, then in 
future years they seek their profit. 





Qe 


Lackawanna Steel Loss 

To obtain a fair survey of the reaction 
in the steel trade one needs only to study 
the last quarterly statement of the earn- 
ing of this steel company. It revealed a 
loss of $384,000. The same quarter of the 
previous year brought a net profit to the 
company of $2,786,107. Lackawanna’s spe- 
cialty is making rails, and there is hope 
because of its products that the business 
would recover quickly as soon as the rail- 
roads enter the market for this material. 
—O 





Kennecott Copper Earning 
In the event of a recovery in the price 
of copper and what is more important in 
the demand for the red metal, Kennecott 
is one of the stocks expected to show 
quick recovery, for the company is in a 
position to show a good profit, for the cost 


of mining is but 11 cents a pound. Cop- 
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OMAHA.USA. 


JULY INVESTMNETS 


SEVEN PER CENT. 


FROM 


NEBRASKA FARM 
MORTGAGES 


running from 3 to 5 years 
with interest payable semi- 
annually. 


In ordinary times these 
mortgages would return a 
much lower rate. 


Our recommendation is 
based on 38 years’ experi- 
ence, complete investigation 
and outright ownership of 
all loans offered. Non-fluct- 
uating — Non-speculative. 
Send for list. 


Equitable Trust Co. 
—Founded 1883— 
Capital, Surplus and Undi 
vided Profits, $225,000.00. 
OMAHA, NEBRASKA 





Specialists 
United States 
Government Bonds 
All “Liberty” Issues 


C. F. Childs and Co. 


Chicago New York 











per is selling around 12 
now. 


cents a pound 
Even without dividends on its Utah 
Copper holdings present 


sufficient to take care of all fixed charges. 
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Are Land Booms Past? 
By C. M. HARGER 


E have now reached a point in 
W our after-war business life when 
we can take stock of conditions 

nd determine whether or not we have 
touched the normal plane. Especially is this 
true of land values, on which depends so 
much of the substantial basis of the farm 
loan field. Unquestionably there was much 
anxiety regarding the rapid rise in values 
two years ago. All through such states 
Iowa, Kansas, Nebraska and _ the 
Dakotas—all in the most favored section 
for. the investors—land was becoming a 
speculative commodity, and prices were 
increasing over night at a rate that caused 
wide discussion. Along with this boom 
ame heavy loans, and had it not been 
for the conservatism of the investing 
agencies we should have had a deplorable 
situation at this time. As a matter of fact 
they “kept their heads.” The farmer might 
pay—or promise to pay—$400 to $600 an 
wre for land, but he could not borrow 
ioney on that basis. The appraisers re- 
iused to be stampeded, and while in in- 
stances the loans seemed to be heavier 
than good judgment would warrant, as a 
\hole the business was kept within 
hounds. Now the farmer is selling wheat 
for 95 cents instead of $2.40; corn at 40 
cents instead of $1.50, and other articles 
in proportion. What is happening to 
land values? Curiously nothing much is 
happening. The sales are scarce but when 
made are on practically the same basis as 
Lefore, except where highly speculative 
prices were paid. The farmer is not 
nxious to sell and buyers are few, for 
only the man who actually wants a home 
is in the market. The home element is a 
strong one in the price of an improved 
farm. It accounfs for many of the seem- 
ingly exhorbitant figures reported. And 
there are in many of the best farming 
states less farm homes than ten years ago, 
the decrease in the nurhber of farms com- 
ing from the consolidation that has gone 
on through the gain in wealth of the 
farmers themselves tempting purchase of 
more territory. This was usually accom- 
panied by a loan on both the added land 
and the old ‘farmstead, making a safe loan. 


Now that the prices of products have 
eturned to pre-war figures or thereabouts 
ve have the effect on land values to con- 
sider. Indications are that generally 
speaking they will not be materially af- 
‘ected. The country is gaining in popula- 
tion and as we said the number of farms 
loes not increase. It is a matter of supply 
ind demand that adjusts itself to condi- 
tions. Farmers, in spite of the sad stories 
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told of their losing money on their crops, 
seem unwilling to sell. They are familiar 
with their business and believe that with 
the new ideas of reducing their overhead 
expense and the eventual reestablishment 
of prices of commodities on a proportion- 
ate basis with their own products they 
will have as good a chance as ever for 
continued prosperity. It will take time, 
but they are willing to wait. In the mean- 
while we shall see no land boom, but a 
steady market, with sales reduced to a 
minimum for a time—which is not a bad 
thing for the country. Without a high 
price for farm products land values can- 
not materially increase. With such prices 
a land boom is inevitable. With our high 
expense nationally and the high taxes that 
are evidently here to stay for a time, no 
rise in commodity prices or the prices of 
products of the farm are in sight. It is to 
the advantage of the farm mortgage field 
that we have before us a period of stability 
in land values. It insures a freedom from 
speculation and consequently maintains 
the worth of the security which is emi- 
nently to be desired. The years to come 
have in them a promise of a sound con- 
dition for the loan field. It will be so 
firmly established in the value of the 
security as to continue the high measure 
of worth that has always attached to this 
form of investment. Land will always be 
in demand and values seem likely to be 
stable for a long time to come. 


snidainiideilens 
Perkins Extends Options 

Having sold to numerous investors six 
months ago a six-month option of Ger- 
tian marks at 4 cents to the mark the 
firm of George H. Perkins & Co., of New 
York, now proposes to extend such 
options as are expiring for an additional 
$100. There is little known about the 
concern beyond the newspaper notoriety 
of its head, who was sued by a chorus 
girl for breach of promise. It does not 
rank with any of the recognized dealers 
in foreign moneys. This is to be ex- 


pected, for no concern that values a 
reputation for conservatism would or 
could make the proposition that Perkins 
does. In extending their options for 
another six months for an additional 
deposit involves no risk, for at the figure 
which they put into the mark behind their 
option there is but the remotest chance of 
it ever increasing tb a price that would 
niake the option profitable to exercise. 
Just now Germany is in no haste to in- 
crease the value of her mark, which she 
can turn to advantage by keeping low. 
By doing that she profits by the present 
exchange. An option is but a contract 
with a concern to turn over a certain 
amount of marks at a stipulated price 
when the mark has gone over the option 
basis. Were this to happen some of these 
light-waisted dealers in German marks 
may find it convenient to go into bank- 
ruptcy, for they could not make the 
deliveries. 





Something 
Worth Preserving 


You want The Financial World, 
otherwise you would not subscribe. 
Then why not keep the copies intact? 
Surely the interesting articles and 
financial news are worth preserving. 


We can furnish Financial World 
Binders, large enough to hold one 
volume of Financial Worlds, with 
the name of The Financial World, in 
gold on the cover, for 


$2.16, pestpaid. 
Address: 


THE FINANCIAL WORLD 
29 BROADWAY NEW YORK 

















TUCKER, ROBISON & CO. 


Successors to 
David Robison Jr. & Sons 
Bankers—Estabiished 1876 
Municipal, @ailread and Corporation Bonds 


Toledo and Ohio Securities 
307-309 Superier St. TOLEDO, OHIO 














Absolutely Sound 7% and 8% MORTGAGES 


I% making an investment, your first consideratien 
sheuld be safety; next, rate of interest. Our Geerg:- 
Mortgages are absolutely sound 
because we make po loans cer 
over half assessed value ef prep- 
erty and we investigate and 
guarantee all titles. The legal 
rate of interest in Georgia ts 
8%. A better opportunity has 
never been offered to secure 7% 
and 8% mortgages backed by 
unquestionable security. 6% 
paid on time certificates, 5% 
on demand certificates. Write 
r for complete information. 
Member of Farm Mortgage Bankers Ass’n of Ameries 
SESSIONS LOAN & TRUST COMPANY 
Mortgage Bankers Drawer 361 Marietta, Georgia 











Higher Interest Rates 


Owing to a general advance in “terest 
cates, we shall for a short time at least, 
be able to get Seven Per Cent for eur 
customers on First Mortgage Loans. 
We suggest that you take advantage of 
this and arrange to take some of these 
loans at the higher rate. Goed loans 
O ure offering. Write for Loan List Ne. 71. 


Perkins & Co., Lawrence, Kansas 
























Why Not Play Safe 


and follow in the footsteps of some 
of our largest investors by placing 
your July funds in Forman Farm 
Mortgage Investments, which have 
stood the test of time for 36 years 
without loss to any investor? 


Thirty of the largest Life Insurance 
Companies, Trust Companies and 
other investment institutions are 
investors in Forman Farm Mort- 
gage Securities. You are playing 
safe if you follow their example 
and put your July funds in Forman 
Farm Mortgage Sovestmante yield- 
ing 7% interest. 

Write now for the July issue of 
Forman Guide to Safe Investments, 
which should be in the hands of 
every conservative investor. 


FARM MORTGAGE BANKERS 
(ESTABLISHED 1865) 


105 W. Monroe St. Chicago, Ill. 
F.W.-7-18-21 
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SPECULATION 
GAMBLING 


BY JAMES C. McMATH 


It is related that a man was put 
in jail, charged with some crime. 
He sent for his lawyer and told 
the lawyer his story. When he 
had finished, the lawyer said, 
“They cannot put you in jail 
for that.” And the client re- 
plied, “But I am in jail.” 





When are futures gambling? 

What is the difference between 
speculation and gambling? 

Is speculation illegal? 

How can gambling transactions 
be proved? 

Can you gamble in Illinois and 
speculate in New York on the 
same transaction? 

What protection has the broker? 

How does the government regu- 
late speculation? 

What is the relation between 
broker and client? 


All these vital questions and 
many more are answered in this 
book. 

The first book on the subject 
in thirty years from the legal 
point of view. 


Paper $3.00 pp. Bound $3.75 pp. 


The Financial World 


BOOK DEPARTMENT 
29 Broadway N. Y. City 














All Foreign Government 
Checks—Bonds—Currencies 
R. A. SOICH & CO. 


16-18 Exchange Place New York 
Phone: Bowling Green 3230-39 























Guanajuato Reduction & Mines 6s 
Guanajuato Power & Electric 6s 
Empire Lumber Co. 6s 


Hotchkin&Co. 


ARKANSAW WATER WORKS 6s, 1930 
EMMETT IRRIGATION DISTRICT 6s 
IDAHO IRRIGATION DISTRICT 6s 
MIDDLE STATES WATER WORKS 6s, 
RACINE WATER CO. Ist 5s, 1931 


H. C. SPILLER & CO., Inc. 


63-65 Wall Street - - -+- - NEW YORK 
17 Water Street - - - .. a BOSTON 


53 State Street 
Boston, Mass. 
Long Yel 
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Capital Furnished 


old established concerns through the sale of 
their securities. We have facilities for quickly 
disposing of high grade issues. Corporation 
must have satisfied list of stockholders and cus- 
tomers. No promotions considered. Ask for WF. 


D. NOLL & COMPANY 
170 Broadway, New York 
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Lawrence Chamberlain & Co. 
Incorporated | 
115 Broadway New York | 


116 





















UV 


SEEK OIL IN ALASKA 

The Standard Oil Company of Califor- 
nia and one of the other oil companies on 
the Pacific Coast is understood to be ex- 
ploring for oil in Alaska. It is said that 
several parties have started on a journey 
from Nome for Point Barrow, where it is 
believed o:l may ‘be found in quantities 
large enough to be of commercial value. 
They are expected to reach their destina- 
tion by the latter part of this month. Ac- 
cording to a dispatch from Nome, Alaskan 
geologists have estimated that there is a 
large supply of oil there. 


‘The problem of transportation looms up, 
should oil be found in commercial quan- 
tities, but it has been pointed out that if 
the expedition meets with success a pipe 


_ line could be laid from Point Barrow to 


Fairbanks, 450 miles, where connections 
could be made with the Government rail- 
road. The region to be explored is re- 
ported to be flat country, covered with 
about two feet of sand, beneath which 


the ground generally is frozen. 


The Standard of California is known to 
be in the market for production as it is 
unable to meet the present demand on the 
Pacific Coast from its owr output. Some 
time ago it entered into a contract with the 
California Petroleum Company to buy its 
cutput, and has taken some of the mid- 
continent production. 





O 
INVESTIGATION ORDERED 

An investigation into the financial oper- 
ations, accounts and practices of the West- 
ern Pacific Railway Company, the Denver 
& Rio Grande Railroad Company and the 
Denver & Rio Grande Western Railroad 
Company is ordered by the Interstate 
Commerce Commission. 

The investigation, 
announced, 





the commission 
undertake to establish 
the relations of the roads with one an- 
other and “determine the manner and 
methods in which the business” of the 
companies has been conducted with a view 
to making a report and issuing orders 
that may be proper in connection with the 
issue of securities by the companies. 


will 


An order authorizing the Denver & Rio 
Grande Western to issue 300,000 shares of 
common capital stock was issued at the 
same time as the investigating order. 

aa 
PLAN $5,000,000 ISSUE 


Consolidated 





The Textile Corporation 
has called a special meeting of stockhold- 
ers for July 22 to approve an issue of 
$5,000,000 first mortgage twenty-year 8 per 
cent. sinking convertible gold bonds due 
June 1, 1941, of which $3,500,000 were re- 
cently offered on a when-issued basis. A 
part of the proceeds of the issue wi 


ill be 


«Reporter’s D 
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used to retire $2,868,000 7 per cent. con- 
vertible notes due April 1, 1923. 


When the notes are retired the total 
funded debt of the Consolidated Textile 
Corporation will be approximately $3,500,- 
000, but there are also outstanding $7,- 
500,000 7 per cent. bonds of its subsidiary, 
the B. B. & R. Knight Company, which 
mature on Sept. 1, 1930. 

amtinines 
NEW VICE-PRESIDENT 

Mr. Archibald C. Falconer, who for 
thirteen years had been with the bank- 
ing firm of Goldman, Sachs & Company, 
in active charge of their foreign and 
domestic credits, and who is nationally 
known as one of the best credit men in 
the country, has accepted a position as a 
Vice-President of the Manufacturers 
Trust Company. For the present Mr. 
Falconer will be located at the West Side 
office of the Company, 8th Avenue and 
34th Street, New York City. 

—o 
LIKE UNITED FRUIT 

The Street feels quite encouraged about 
United Fruit’s outlook. It is felt that the 
present dividend rate seems fully justi- 
fied and safe in view of recent earnings. 
It is figured that the total net in the first 
half of this year, prior to federal taxes, 
was in the neighborhood of $12,000,000. 





Such earnings would be equivalent to 
about $24 a share on the outstanding 
stock. 


———-Q——— 
CRUCIBLE ATTACKED 
When the bears directed a front line 
attack last week on the independent 
steels, the brunt had to be borne by Cruci- 
ble, which was forced perilously close to 
the low for the year. The company is 
not talkative about what it is doing, and 
makes no quarterly statement of its busi- 
ness. So the Street cannot tell just where 
it stands and believes this good material 
for bear campaigns in like the 
A guess on the part of a source 
which claims to know, is that the com- 
pany has been occupied with deficits thus 
far this year, at least since February. 
nai 


times 
present. 





WESTERN UNION WEAKENE)D 

Western Union weakened appreciabl) 
last week when the traders who make a 
specialty of soft spots sought it out on 
the strength of the somewhat poor earn 
ings statement of the company. Tiie 
stock was offered down with 
Net income of the company decreased 
more than two and a quarter millions 1 
the first five months of the year. It must 
be remarked however that the compariso 
was not altogether fair. Last year was 
record breaking and depression prevails 
now. 


violenc« 
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strength in the motor stocks. The market as a whole was weak. International 


N EW lows in the old stocks as a class, and in Glen Alden Coal, were offset by 


Petroleum sank to a new low at $11% on Friday. Guffey-Gillespie recovered 
to above $1144 on announcement that Tidewater had secured control of the directorate 


and called off the receivership proceedings. 


New lows were made by Carib Synd. 


below $4, Allied Oil at 3c. Glen Alden Coal sold down to $31, but recovered. Durant 
Motors made a new high, above $28, but sold off later on. A new pool took hold of 


Big Ledge Copper. 


United Eastern Mining Company 
Cameo Analysis, by “Horace Scope” 
A UTHORIZED capital 1,500,000 shares, par $1; issued 1,363,000 shares; no preferred stock, 


bonds nor debentures. Incorp. 1913 in 


Arizona, Controlled by 8. Mudd and D. Jack- 


ling (Ray copper group), associated w ith original developers. 


Business: Foremost, present-day, dividend-paying gold mine in U. 8. Located at Oat- 
man, Mohave County, Ariz., adjoining west of the old Tom Keed mine. Developed to tenth 


level (1,165 ft. depth). Equipped with world’s 


values from the ore. Crushing capacity of 


rated at 270 tons daily, actual 350 tons. Mill 


(1921 is five months only;* is estimated) : 


1921 
Wee DOIN ois ca cwerscspececcs $819,886 
Profit, after taxes, etc.............. 380,000* 
Ee Cee 67c* 
ee ee ere 60c 
Shave meiees: Bim. .:.. 2... 00 cccvesc $3.00 
eee 2.25 
Ore reserves, Jan. 1, tons............ 226,086 
ee Ee ee re $18.46 
i ae eee eee 39,835 
NE ETI 6 5 os a oo 5-4'9 6's odin $21.21 
Mill lesses (tails)............... 3.33 % 
Costs, including taxes, depreciation. $11.00* 
Net cach assets, dan. 1.........s0005 $915,370 


foremost cyanide mill, recovering 97% of 


mill, 400 tons ore daily; treatment capacity 


started Jan. 4, 1917. Record since shows 


1920 1919 1918 1917 


D2 168,022 $1,970,509 $2,073,258 $1,827,670 
1,065,535 966,542 1,140,021 966,866 
i8e¢ 7le s4ec jle 
Re : 66c¢ 62¢ 30c 
$4.50 $5.38 $5.2 $5.1242 
2.00 4.00 3.00 3.50 
269,207 265,663 255,688 *240,000 
$22.29 $24.34 $25.57 *$25.00 
102,926 97,325 92,339 $4,548 
$21.70 $20.37 $23.16 $22.42 
2.95 % 3.01 % 3.05 % 3.67 % 
$10.71 $10.22 $10.07 $10.18 
$732,645 $589,192 $228,438 aes 


Dividends: 15¢ quarterly, payable 28th of Jan., Apr., July, Oct. Began at ic monthly 
July, 1917, to Feb., 1919, inclusive; 2c extra Dec., 1918; 7c monthly 8 months Mar.-Oct., 


1919, then changed to quarterly 2lic in Jan., 
total $3,748,250 (275%), including July, 1921. 


April, 1920; 15c quarterly since July, 1920; 


Finances good; about $1,825,000 Aug. 1, 1921, in net cash and net profit value of known 
remaining ore—about $1.34 a share exclusive further ore. This sum exceeds two years divi- 
dends at 15¢ quarterly, unless funds be diverted to new properties. 


Ore Reserves: About two years’ supply. 


Further ‘commercial ore _ speculative. Mine 


seemingly “bottomed” between ninth and tenth levels. Ore assay down to $19 in April; ac- 


tual reserve of good ore about 124,000 tons 


Our foremost present-day dividend-pay- 
ing gold mine lay unknown and unsus- 
pected for years, as miners labored under- 
ground a few rods to the east on the same 
vein in the old Tom Reed mine. Poor 
local miners and storekeepers, Messrs. 
McIver, Long and Ridenour, developed 
the U. E. Then they were backed by 
Seely Mudd, noted mining engineer of Los 
Angeles. Back in 1906-7 Mudd acquired 
the now famous Ray copper properties, 
and enlisted the financial support of D. C. 
Jackling et al. to develop and equip Ray. 
He did likewise with United Eastern. 

The rise has been meteoric. Since the 
wonderful mill started, Jan. 4, 1917, it has 
produced $8,859,345 precious gold from 
416,973 tons of ore to June 1, 1921. It 
has paid $3,748,250 cash dividends (275 
per cent. in four years) to the end of this 
month, and accumulated $925,000 extra 
cash funds, net. 

Unfortunately all production has come 
from a single ore body, the lower end or 
“bottoming” of which is in sight. This 
ore body went down strong and regular to 
the ninth level (965 feet depth), but the 
tenth level and diamond drilling 200 feet 
below have failed to reveal further ore 
continuation. No new commercial ore 
has been found since 1919; about 55,000 
tons added to ore reserve tonnage at the 
end of 1920 assay only $6.09 This is non- 
commercial. 
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July 1, assaying $22 “in the ground.” 


Two other possibilities exist at Oatman. 
The company has sunk a 400-foot shait, 
and is going down 800 feet deep on a 
promising-looking continuation of the same 
vein in the next claim west, the Red Cloud. 
Ore in the Red Cloud claim remains yet 
to be demonstrated. 

The company owns the Big Jim low 
grade gold mine, on the same vein system, 
but a mile east, east of the Tom Reed. 
It developed a large tonnage of low- 
grade $4 to $11 ore in 1915-16, and in 1916 
was bought by United Eastern for 163,- 
000 U. E. shares (deal closed April, 1917). 
It has not been worked for two reasons. 
Cost inflation after 1916 has made such 
-low-grade ore non-commercial. A second 
drawback was. apex litigation with Tom 
Reed, but the courts in March, 1921, 
awarded the Big Jim to United Eastern. 

About $1.79 a share measures net profit 
value of known ore and cash funds, net, 
as of Jan. 1, 1921. This excludes further 
ore, and salvage value of plant. Three 
15 per cent. dividends since paid leave 
$1.34 approximate present known value. 
Higher prices for the ‘shares, around 
$234 to $2%, reflect “possibilities” in the 
Big Jim or Red Cloud claims, or perhaps 
an outside property, if one be acquired. 
On the contrary, the cost of acquiring 
and developing either an outside property 
or the Big Jim might interfere with divi- 
dends. 


Kreibel Seeks Publicity 


Some clever publicity agent recently 
succeeded in getting a story into Printer’s 
ink describing how successfully Kreibel & 
Co., of Chicago, have been in advertising 
the partial payment plan of buying securi-. 
ties by mail. It must be very pleasing to 
I’red Kreibel after all the unwelcome 
publicity he received several years ago, 
when he was associated with the promo- 
tion of the Rector Gas Lighting Co., to 
find some publication of repute single him 
out as a prominent banker, and of the con- 
servative school. There are many in- 
vestors today who hold dividend checks 
of the Rector company, which were re- 
turned by a Newark trust company with 
the suggestive annotation that there were 
insufficient funds in the bank with which 
to meet them. Nor was this the only 
experience Kreibel had in finance of a 
type that has always been regarded of the 
get-rich-quick ‘flavor. He has had con- 
siderable schooling in mining stocks which 
turned out badly. So far as saying 
Kreibel has met with success in his partial 
payment plan by mail business Printer’s 
Ink is right, but whether the public will 
fare equally as well is much a matter of 
grave uncertainty. Kreibel is not a mem- 
ber of a stock exchange. The question 
may be asked: Why is he not, in view 
of the fact that the securities he trades in 
are all listed securities, which can be 
bought more cheaply than through him 
and upon as good terms if the investor 
but realized that the partial payment plan 
is but another variation of marginal trad- 
ing? Probably the /tttle schoolmaster of 
the truth in advertising is not familiar 
with this phase of the business of the con- 
cern which it described in a four-page 
story. 

oO 
Mining the Public 

Unverzagt himself is no longer openly 
selling stock in his mining scheme. All 
reference to him is discreetly eliminated 
in the newest literature that is published 
over the name of the Mines Operating 
Co. In fact there is not even mentioned 
the Lightning Creek Co. Only a brief 
reference appears of this stream, along 
whose banks and in whose bed gravel 
gold is to be found in such _ prolific 
quantity as to warrant almost a guarantee 
to investors to return them three dollars 
for every dollar now put into the property 
within a period of three years. This 
latest printed matter is being circulated 
by William Berg, of Chicago, almost as 
old a hand at booming ne’er-do-well min- 
ing shares as has been Unverzagt himself. 


The good. reputation of truth could never 


be violated by saying that Unverzagt and 
Perg are familiar figures in that circle 
whose chief ambition is to mine for their 
gold among the susceptible investors, 
among the people, and not so much as 
lift a pick to do any real mining with. 
Though Unverzagt has been often ex- 
posed by Tue Frnancrat Wortp and 
other publications, he is still at’ it—satis- 
fied if in a year’s time he can find a certain 
number of victims upon which to feed. 
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Railroads 
(Concluded from page 107) 

posed acquisition by the Denver, Rio 
Grande Western railroads stock by the 
holding company does not constitute a 
consolidation of the property of two or 
more carriers into one corporation for the 
ownership.” 


There also was issued at the same time 
an order authorizing the Denver & Rio 
Grande Western to issue 30,0U0 shares oi 
common capital stock. 

A caustic arraignment of the American 
Federatign of Labor and of other inter- 
ests which have been seeking to place il- 
logical curbs upon the railroad manage- 
ments was Samuel Harden 
Church, president of the Carnegie Insti- 
tute in an address at Mt. Gretna, Pa., last 
His suggestion as to a solution of 
the railroad problem includes a repeal of 
all unjust or uneconomical law, State or 
national; the use of the Interstate Com- 
merce Commission as an instrument main- 
ly for auditing and accounting; the re- 
straint of labor from making combination 
in restraint of trade; the prohibition of co- 
operation between unions of different rail- 
systems; the courts 
equally composed oi employees and ofh- 
cials to have power to settle all disputes; 
restoration to the railroads of the power 


made by 


week, 


road election of 


te make their own rates and wages and to 
issue securities; and the creation oi a cen- 
tral body of about 25 members composed 
of railroad managers, bankers, manuiac- 
turers, farmers and employees, with such 
board to have the power to review ques- 
tions of wage and rate disputes, consolida- 
tion of roads, and to have the last word 
on every subject worthy of its attention. 


Mr. Church was emphatic in declaring 
that the labor unions must be restricted 
and that the nation must pay what the 
roads claim they should be paid for their 
services, which would be the beginning ot 
real prosperity. Mr. Church insisted that 
the only way in which the railroad prob- 
lem could be solved so as to contribute to 
the general well being and progress of the 
country would be along the lines he had 
indicated, 


In contrast to the statements made by Mr. 
Church was that made by a representative 
oi the Pennsylvania State Grange at a 
hearing beiore the Congressional joint com- 
mittee on agriculture attacking the rail- 
road managements, urging that they had 
during the war period perpetrated acts 
which would have caused any one else 
to be jailed for having aided the 
enemy. The Grange Master asserted that 
at his home a division of the Pennsy]l- 
vania Railroad, before Government con- 
trol, had 15 section hands, and immediate- 
ly the Government assumed the manage- 
ment 50 employees were added. He 
claimed that railroad officials used to take 
the extra hands out in the woods and hide 
them when federal inspectors came along. 
The foolishness of such an argument is 


obvious. Under federal control the man- 


agement of the railroads, the final word 
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as to the number of employees and all 
operation rested with the direct appointees 
of the railroad administration in Wash- 
ington, and in no wise could be charged 
to the railroad executives themselves or to 


private authority. One of the complaints 
against Federal control which is justly 
made is that the number of employees 
was vastly increased during the exercise 
of power by the railroad administration 
without the consent or approval of rail- 
road owners. This was an injustice upon 
the railroad stockholders that caused con- 
siderable loss to them, which has in no 
wise been made up. 
—_—-O-—_ 
Tel. & Tel. Earnings Up 

The American Telephone and Telegraph 
Company for the six months ended June 
30, 1921, reports surplus after charges and 
taxes of $26,512,103, equivalent to $5.89 a 
share earned on the $449,384,000 capital 
stock. This compares with $26,328,663, 
or $5.95 a share on the $441,981,200 stock 
in the corresponding period of 1920. The 
company’s total earnings for the period 
were $53,428,855, contrasted with $51,759,- 
720 in 1920. H. B. Thayer, president of 
the American Telephone and Telegraph 
Company, says: “Our earnings for the 
first six months of 1921 show a safe 
margin above our dividends, not taking 
into account our interest in the undivided 
profits of the associated companies. In 
spite of the slowing up of general business, 
the exchange in toll traffic of the Bell 
system is larger for the first half of this 
year than it was for the corresponding 
period last year. The growth in sub- 
scribers’ telephones has also been uninter- 
rupted and a net gain of approximately 
285,000 telephone stations has been made 
during the six months of the year. This 
growth has been already financed and is 
now on a revenue producing basis. With 
the service as a whole better than ever 
given previously in this country or else- 
where, there is a spirit in the new 
organization which will not be shown un- 
til still higher standards been 
reached. 


have 


ene 


Pierce Oil Financing Rumored 

Rumors nowadays play hobs with 
stocks since there are so many people in- 
clined to believe them, some of whom in 
normal times would close their ears to 
uncorroborated gossip. Pierce Oil was 
no exception to this influence. The story 
that hurt the stock market wise concerned 
itself with the delay in the prospective 
financing in intimating it had been post- 
poned. To the rumor was coupled the in- 
sinuation that relations between the Mag- 
nolia Oil, a Standard Oil subsidiary, and 
Pierce, which is its principal rival, were 
more or less strained. These stories 
gained such credence in speculative cir- 
cles that the president of the company 


felt forced to write a letter to one of the” 


prominent newspapers of New York un- 
qualifying denying their truth. Neverthe- 
less their publication depressed the stock 
materially. 








New Securities Offered 
ILLINOIS CENTRAL 6%s 

The Illinois Central Railroad Company 
has sold $8,000,000 Fifteen-year 6% per 
cent. Secured Bond Notes, due July 1, 
1936, at a price to yield about 6.80 per 
cent. The bonds are a direct obligation 
of the Company and secured by deposit of 
$8,225,000 Illinois Central Refunding 
Mortgage 4 per cent. Bonds due Novem- 
ber 1, 1955, $3,820,000 Illinois Central and 
Chicago, Saint Louis and New Orleans 
Joint Refunding Mortgage 5 per cent. 
bonds due December 1, 1963. Net earn- 
ings of Illinois Central Railroad for the 
first four months of 1921 were at the 
annual rate of 10.16 per cent. on the 
capital stock after payment of all fixed 
charges, taxes, etc. The bonds will not 
be redeemed before maturity. 


KILBOURNE & JACOBS 8s 
_ The Kilbourne & Jacobs Manufacturing 
Company, Columbus, Ohio, has sold $900,- 
000 First Mortgage 8 per cent. Serial Gold 
Bonds, due each year on May 1, from 
1922 to 1933, at 100 and interest to yield 
8 per cent. This company is the oldest 
manufacturer in the United States of 
wheelbarrows, scrappers, warehouse 
trucks and trailers and heavy service in- 
dustrial cars required in mining and 
quarry operations. The bonds form a 
direct closed first mortgage on the fixed 
properties of the Company, carried on 
the books at $1,861,996, after depreciation, 
but appraised at $2,517,300. Net profits, 
before taxes, available for interest and 
depreciation have averaged over $200,000 
annually for the last seventeen years, and 
for ‘the last five years have annually 
averaged over $328,000, or more than four 
and one-half times maximum annual in- 
terest requirements. 
—O—_——— 
Trading Artificial 

For several weeks a small amount of 
trading has taken place in the stock but 
it is of an artificial character. At least 
it has not accomplished much so far in 
lifting it out of the rut around $8 a share. 
It would be rather difficult in the present 
bad state of the oil industry to awaken 
any interest in Transcontinental Oil, 
whose market career has not been unlike 
some of the extravagantly described oil 
exploitations. Nor, so far as can be 
learned, has there been any development 
in the affairs of the company to warrant 
much speculative activity in the stock. It 
will take a long time to remove from the 
public the great disappointment resulting 
from this promotion. 

—_O-———_ 
North American Favored 

North American has been strong. Un- 
der the stimulus of the belief that the 
recapitalization of the company with two 
shares to be given for one will add to the 
dividend now being paid, increasing it 
from $5 to $6 a share. It is also favored 
marketwise due to the better sentiment 
developed by the increased earnings both 
gross and net that the public utilities are 
beginning to show. 
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34th QUARTERLY DIVIDEND 


The Board of Directors has 
declared a quarterly dividend . 
of $2.00 per share on the capi- 
tal stock of the Corporation, 
payable July 30, 1921, to 
stockholders of record at the 
close of business July 9, 1921. 
Transfer books will not be 
closed. 

H. A. FREAM, Treasurer 














ELECTRIC BOND AND SHARE CO. 
PREFERRED STOCK DIVIDEND NO. 65 
New York, July 13, 1921. 
The regular quarterly dividend of one and 
one-half (14%) per cent. on the Preferred 
Stock of ELECTRIC BOND AND SHARE 
COMPANY has been declared, payable August 
1, 1921, to stockholders of record at the close 
of business July 16, 1921. 
H. M. FRANCIS, Secretary. 


The Midwest Refining 
Company 


Regular dividend No. 27 of $1.00 per share and 
extra dividend No. 10 of $1.00 per share have been 
declared, payable August 1, 1921, to stockholders of 
record at the close of business July 15, 1921. 

The transfer books do not close. 

H. H. BROOKS, Secretary. 





Denver, Colorado. 





July 6, 1921. 


SUPERIOR STEEL CORPORATION 


At the regular meeting of the Directors of 
the Superior Steel Corporation a quarterly 
dividend of 2% was declared on the First Pre- 
ferred Stock, payable August 15, 1921, to stock- 
holders of record August 1, 1921. 


H. D. SARGE, Secretary. 


SUPERIOR STEEL CORPCRATION 


July 6, 1921. 
At the regular meeting of the Directors of 
the Superior Steel Corporation a quarterly 
dividend of 2% was declared on the Second 
Preferred Stock, payable August 15, 1921, to 
stockholders of record August 1, 1921. 


H. D. SARGE, Secretary. 


SUPERIOR STEEL CORPORATION 


July 6, 1921. 
At the regular meeting of the Directors of 
the Superior Steel Corporation a quarterly 
dividend of 75c. per share was declared on the 
Common Stock, payable Aug. 1, 1921, to stock- 
holders of record July 16, 1921. 


H. D. SARGE, Secretary. 











OFFICE OF THE CONSOLIDATION COAL CO. 
New York, N. Y., July 5, 1921. 
The Board of Directors has declared a quar- 
terly dividend of One and a Half Dollars ($1.50) 
per share on the Capital Stock, payable July 
30th, 1921, to the stockholders of record at the 
close of business July 15th, 1921. The transfer 
books will remain open. Dividend checks will 
be mailed. 
T. K. STUART, Assistant-Treasurer. 





DIVIDENDS 
PUBLIC UTILITY SECURITIES 
H. F. McConnell & Co., 65 Broadway, N. Y. C. 
Members N. Y. Stock Exchange. 


Security. Bid Asked. 
American Lt & Trac com........ 79 82ex 
American Lt & Trac pfd ...... 76 80ex 
Adirondack Pr & Lt com........ 9 11 
Adirondack Pr & Lt pfd........ 69 74 
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FOREWORD 


Intelligent and successful investing is based upon a thorough knowledge 
of security values. 


_ Such knowledge is best acquired by reading constructive financial 
literature, prepared by individuals who are authorities of their subjects. 


Every week we list many instructive booklets, circulars and periodicals 
on investment and other subjects, published by reputable investment 
bankers, which we believe will be of interest and benefit to our subscribers. 


Below is a list of literature now available. 


To obtain any of the booklets write to the issuing houses and mention 
THE FINANCIAL Wortp and the date in which the literature you desire 
was listed. 


ON BONDS 


French Republic 20-Year External 71446% Bonds of 1941.—Circular 
describing this issue. Merrill, Lynch & Co., 120 Broadway, 
New York. 


State of New York 5% Gold Bonds Due Serially 1943-1970, inclusive. 
, —Circular on request. National City Company, National City 
Bank Bldg., New York. 


Northern New York Utilities, Inc., 7% Series A Bonds.—Descriptive 
circular on request. E. H. Rollins & Sons, 43 Exchange Place, 
New York. 


Special letter comparing the prices of municipal, government and in- 
dustrial bonds in 1906, after the panic of 1907 and today.— 
Potter Bros. & Co., 5 Nassau Street, New York. 


Bonds for Investment.—A circular containing over 160 attractive 
issues. Harris, Forbes & Co., Pine Street, corner William, 
New York. 


ON STOCKS 


Selected Stocks.—A special letter reviewing the present conditions 
in the market. E. W. Wagner & Co., 33 New Street, New York. 


MISCELLANEOUS 


“An Investors Catechism.”—Booklet containing 63 questions and 
answers discussing the weak and strong points of various types 
of investments. Lawyers Mortgage Co., 59 Liberty Street, 
New York. 


General Motors.—Weekly Financial Review, discussing future out- 
look and other valuable information. Thos. H. Cowley & Co., 


115 Broadway, New York. 


German Bond Register——A copy free to holders of such securities. 
Robert C. Mayer & Co., 120 Broadway, New York. 
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OUT OF TOWN EXCHANGES Mark C. Steinberg & Co., Mezzanine, Boat- TOLEDO SECURITIES 
Morton Lachenbruch & Co., 42 Broad Street, men’s Ba:'k Bldg., St. Louis, Mo. Quoted by Tucker, Robison & Co. 
New York City. Members N. Y. Stock Exchange. Bid. Asked. 
Bid. Asked. Stocks. Bid. Offered. Commonwealth Bldg Co com.... 75 100 
2 : gy American Bakery com .......... 30 35 GORERON WORT 0 i0s oes cc cessenses 80 87 
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Goodyear Tire & Rubber com.... 9 10 Fulton Iron Works com ........ 33 43 Ohio State Tele Co com.......... 30% 31 
Goodyear Tire & Rubber pfd.... 23 24 Hamilton Brown Shoe Co........ 120 127 Ohio State Tele Co pfd........... 8614 90 
Firestone Tire & Rubber pfd.... 65 70 Iiydraulic Press Brick pfd...... 291, 32 Owens Bottle com................ 28 30 
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Pittsburgh Brewing ............ _ 2 CINCINNATI QUOTATIONS — elias entanee St pp 
Standard bk a ees 500 600 Westheimer & Company, 324 & 326 Walnut a ee ee eee 47, "4814 
Pittsburgh Steel ‘ 90 95 Street, Cincinnati, Ohio. French Victory 5s, 1916........... 60” 61 
eer -- 17% 19 Members N. Y. Stock, Exchange. French Prem 5s, 1920... 69 70 
American Light & Trac com.... 79 80 Bid. Asked. French 68, 1920................... 71 72 
Detroit Edison ............ 91 9114 American Laundry Mach com.... 65 67 ee es 33 34 
Ford Motor of Canada ........ 61 266 American Laundry Mach pfd... "100 102 Brazil 4s, 1910, Franes.... ceetale 32 33 
NINE oie ind ans shows eke 10 12 American Rolling Mill com...... 3014 30% Belgium Rest 5s.......... caLhtee 67 70 
Packard Motor pfd ........... 6514 6614 American Rolling Mill 7% pfd... 94% 95 Belgium Prem 5s................. 70 72 
Paige Detroit Motors com ...... 15 16% Cincinnati Union Stock Y ards. ...110 115 Gemt Be 1 & 48. ......0c.000.c00 5214 53h 
Paige Detroit Motors pfd........ 62 66 Fleischmann pfd ................ 89 90 Chic, M & St P EL 4s, 1920...... 4514 461 
Parke Davis ................ /78 80 Globe Soap ist pfd.............. 8 9 NY,NH&HEL.............. 49% 43% 
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BOOK BARGAIN WEEK 


UR Library Department has recently pur- 


chased some large lots of excellent books 


which are especially helpful to our readers. In 
every case in the books mentioned below the 
prices are reduced from one-third to one-half of 
the original publication prices. An excellent op- 


portunity to take advantage of low prices. Order 
before the supply is exhausted. 


THE STORY OF BETHLEHEM STEEL 
by Arundel Cotter—describing the advent 
of Schwab to Bethlehem—early expan- 
sion—the big war profits—the war stock 
boom — Schwab refuses $54,000,000 — 


Schwab’s theories—the future of the 


INE os eo ES ihc) eee os $1.10 pp. 


SPECULATION A SCIENCE by George 
McLean Irwin—one of the most prac- 
tical little treatises written on this very 
difficult subject—a very small book but 
everything in it reeks of common 


ER ONE kara ane Er $0.60 pp 


TRANSACTIONS OF BUSINESS by Sir 
Arthur Phelps and HOW TO WIN A 
FORTUNE by the late Andrew Carnegie 
—in one volume. A combination of in- 
spirational material by a well known 


Englishman and a canny Scotsman.$1.10 pp. 


A MONEY MARKET PRIMER and Key 
to the Exchanges by that very famous 
English authority, George Clare—all who 
are interested in international banking 
will find this book invaluable — de- 
scribes Paris, Berlin—England, etc, was 


os PEEL re ce xains'ect $1.60 pp. 


MINING INVESTMENTS and HOW TO 
JUDGE THEM by Francis C. Nicholas, 
Ph. D.—why mining companies. fail— 
speculative and investment value of min- 
ing share—inquiries to be made before in- 
vesting—the promoter and his work, 


Re ase ca essces deen dates sans $0.60 pp. 


I HAVE A LITTLE MONEY; WHAT 
SHALL I DO WITH IT? by W. E. Davis 
—originally published by Moody—telling 
how to select investments—giving the 
average man a working financial vocabu- 
lary—and offering a full investment ques- 


CR oon ckv es vecenceveevcues $0.60 pp. 


ELEMENTARY BANKING by J. F. Eber- 
sole—a text used by the students of the 
American Institute of Banking in New 
York—just the book to tell you how you 
can use your bank—how the Federal 


Reserve works—illustrated.......$1.60 pp. 


THE A B C OF OPTIONS AND ARBI- 
TRAGE one of the famous Nelson Wall 
Street Library series—a book which ex- 
plains puts and calls, straddles and 
arbitrage—the time is coming when 
everyone will need to know this informa- 


eae $0.60 pp 
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Read These Figures 
—Then Judge for Yourself 


There’s one basis—only one basis—of comparison by which to 
judge the relative values of newspapers for financial advertising— 


Facts— 


Theories can be disputed. Facts can’t. And facts are most 
clearly and undisputably established by figures. 


These lineage figures of bank and investment advertising in 
Chicago evening newspapers for the first six months of 1921 are 
definite and unmistakable evidence of the facts about the financial 
advertising situation in Chicago. 


BANK AND INVESTMENT ADVERTISING IN 
CHICAGO EVENING NEWSPAPERS 


First Six Months of 1921 


Daily News Post American Journal 

January ...... 79,691 lines 59,768 lines 36,709 lines 45,178 lines 
February ..... 51,979 “ 34,236 “ 26,487 “ 27,817 “ 
March ........ 47,135 “ 31,048 “ 23,869 “ 26,642 “ 
April ......... 57,683 “ 43,529 “ 31,109 “ 28,368 “ 
eat aa aie 55,555 “ 42,989 “ 25,542 “ 29,320 “ 
Be aicieivds 54,237 “ 41,171 “ 21,102 “ 33,565 “ 

_ es 346,280 “ 252,741 “ 164,818 “ 190,880 “ 

Figures like these are forceful proof of the fact that a paper with 


a circulation of 400,000, read by over 1,200,000 persons every day, 
publishing the most complete and authoritative financial page in 
the city, is the logical medium through which to reach the great 
group of Chicago investors. 

Study these figures—carefully. Then form your own conclusions 
as to which evening newspaper in Chicago holds dominant position 
in the financial advertising field. 


The Daily News 


First in Chicago 




















